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THE PROGRESS OF THE STEEL INDUSTRY, 
1924-27: HOW FAR THE GROWTH 
WAS DUE TO PROTECTION 


JY 

H. L. Dey, 

Lecturer, Luchnow University, 

The Steel Industry (Proteetion) Act of 1924 was enacted 
for the brief period of less than S years in view of the abnormal 
and fluctuating conditions of the prices, the exchanges and costs 
of production. By the middle of 1926, all the different parts 
of the new plant of the Tata Iron and »Steel Company, Ltd., had 
been brought under operation, and the firm was approaching the 
full anticipated output, which had been taken as the basis of the 
Act of 1924. Moreover, the United Kingdom as well as several 
other countries in Europe had returned to the gold standard and 
some sort of stability of prices. Therefore, the latter part of the 
year 1926 offered an eminently suitable opportunity for ascertain- 
ing the comparative costs of the steel industry an4 making 
forecasts regarding its future, 
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The Act of 1924 lasted from the middle of June, 1924, to the 
end of March, 1927. Therefore the effective period of protection 
was only 2 years and months, which must be presumably 
regarded as too shoit a period to show the stimulating effect, if 
any, of protection on the growth of the industry. Moreover, it 
was just before or during this period that many important and 
difficult parts of the new plant were put into running order.i 
Furthermore, it must be remembered that the periotl was one of 
great depression in industry and commerce, the steel industry 
having been one of the worst sufferers from it. In the United 
Kingdom, many steel producers had to cut their profits to the 
bone and sometimes sell even below the cost of production. Kven 
in the United States, where, a high rate of profit was the rule, 
many steel producers had to be satisfied with a nominal profit. In 
spite of a record output in 1925-2G, there were 13 firms that 
could earn no dividends at all, while the average rate of profit 
for 27 firms was only 4'51 p.c.* It was, therefore, a ]»eriod, when 
the steel trade throughout the world was faced with the problenj 
of somehow maintaining a bare existence. And besides all these 
discouraging factors, the Indian Steel Industry was handicapped 
in competition by the continual and precipitous depi'eciation of 
the Belgian and French exchanges, and the appreciation of the 
rupee-sterling excliange by 12^ p.c. from Is. 4d. to Is. 6d. In 
spite of all these serious disadvantages arising out of external 
factors, and in the face of admittedly great initial difficulties 
that usually retard the growth of a highly complicated industry 
in a country devoid of what may be called an industrial environ- 
ment and atmosphere, the Indian ,Steel Industry made considerable 
progress during this brief period of protection, and in certain 
respects, viz., in the matter of works costs, the results were actual- 
ly better than the anticipations formed in 1923-24'. the following 
table shows the improvements in coats of production in various 

1 Vide Minutes of Evidence, Statutory Enquiry (1926), vol. 2, p. 63. 

2 Vide Iron and Coal Trades Ileview. 11th June, 1926. 
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departments as compared to the estimates of costs on full output 
formed in 1933-24^: — 


WOllKS COSTS PER TON. 



Cost in 
1923-24. 

Estimated 
cost for 
1926-27 
as given in 
1923-24. 

Actiual, 

1926-28. 

Actual, 

August, 

1926. 


Hs 

a. 

Rs. 

a. 

Ub. 

a. 

Rs. 

a. 

Coko 

15 

ro 

12 

4o3 

11 

7-6 


.. 

Pig iron 

36 

4-8 

30 

16*2 

28 

7*68 

26 

7 62 

Steel ingots, open hearth ... 

68 

10*24 

60 

14*0 

66 

8-32 

51 

7*04 

Steel ingots, duplex 

82 

1*28 

67 

1*8 

58 

13*44 

61 

208 

Old blooming mills product .. 

85 

12*32 

72 

6*2 

73 

8*84 

70 

8*48 

New „ „ „ 

93 

15*36 

68 

12-9 

68 

6-76 

60 

12*48 

Old 28" mill product 

120 

14-88 

100 

14 9 

112 

16*84 

108 

12-48 

New „ „ „ ... , 


• 

93 

11*0 

96 

0*32 

79 

9-44 

24" and 18" mills ... 

115 

13-44 

80 

130 

77 

1216 

71 

0*64 

Old bar mill product 

132 

8-80 

125 

P3 

126 

3*04 

125 

6*4 

New „ „ „ 

134 

1-92 

106 

11*3 

104 

9*44 

98 

12*96 

Plate mill 

142 

208 

120 

8*6 

124 

5*8 

103 

6*6 

Sheet mill ... ... ' 

203 

14-40 

149 

2'8 ' 

181 

2*66 

164 

1*92 

Galvanized corrugated sneets 

357 

7-08 

194 

6*8 

314 

304 

262 

10*24 


From the above table it will be seen that in all the different 
departments there were heavy reductions in works costs in two 


3 Vide Minutes of Evidence (1026), vol. 2, pp. 73 — ^93, 239 — 63. 
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years 1923-24 to 1925-2G. Further it will be noted that except in 
the old blooming mill, old bar and rail mills, and the sheet mill, the 
reductions in the works costs were much greater than had been anti- 
cipated in 1923-24, when the diiterent units of the new pliant were 
being installed. As to the old rolling mills where the results 
compared unfavourably with the estimates, it has to be pointed out 
that by 1926 it was evident that they had become obsolete. This was 
the ca.se with the old blooming mill, bar mill and rail mill. This 
was admitted by the representatives of the steel company in their 
evidence before the Tariff Board in 1926. As compared to the 
corresponding new mills in the new plant, the old mills were 
costing over Its. 20 lakhs a year more in the w^orks costs alone. 
Accordingly, it was proposed in 1926 to fit up the new plant with 
certain auxiliary equipment which would increase the capacity of 
the new mills and help to dispense with production in the old 
mills. With regard to the plate mills, we are told that the 
result would have been much more favournble if the mill could 
have been worked to its full capacity. The full capacity of the 
mill is given as 100,000 tons a year, the estimate of ouij)ut given 
ill 1923-24 w^as 48,000 tons, while the actual production of 1925-26 
w’^as only 20,871 tons, or less than half the estimated output given 
in 1923-24, and only 20 p.c. of the full capacity of the plant. This 
great difference between the full capacity and actual output is 
due to ihe fact that the maiket for plates in India turned out to 
be much smaller than had been anticipated. The full output can 
find a market only when there has been a considerable development 
of the wagon-building and ship-building industries in India. The 
costs of bla(;k^ sheets and galvanized sheets were higker than the 
estimates because the lalx)ur costs proved to be greater. For, in 
black and galvanized shc.eis as in tinplate, the clement of manual 
labour and skill is proi)ortionally higher than in other branches of 
steel industry. 

Similarly, the growl li of output in the different branches, al- 
though lagging behind the estimates that had been submitted to 
the Board in 1923-24, was appreciable in itself, as will appear from 
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the following tahle^; — 


Output in tons. 



Output in 
1933-24. 

Estimated 
output for 
1926-27 as 
given ill 
1923-24. 

Actual 

output, 

1925-26 

Coke 

612,171 

778,200 

694,070 

Pig iron 

471,651 

610,200 

673,196 

Steel ingots 

236,038 

370,000 

470.537 

Old blooming mill 

1S1,540 

88,000 

87,825 

New do. do. 

2?, 700 

380,000 

320,990 

Old 28" n.m ... 

9M21 

60,000 

45,253 

New 28" mill 


175,000 

04,235 

24" and 28" mill 

6,688 

164,000 

150,477 

Old bar mill 

41,206 

18,000 

28,019 

New merchant mill 

... 

43,900 

60,163 

Plate mill 

22,267 

48,000 

20,871 

Sheet mill 

... 

86,000 

28,652 

Total finished steel 

162,282 

422,000 

319,957 



From the table given above, it will be seen, by comparing 
columns 1 anti 3, that except in the departments of old blooming 
mill, old 28" mill, old bar mill and plate mill, there was remarkable 
growth of output within two years, 1923-24 to 1925-20. The 
decreaase in the old rolling mills is due, as we have already noted, 
to their having become obsolete their Avorks c osts wx're so much 
higher than in the new mills that they w^ere operated much below 
their full capacity. The fall of outturn in the plate mill is clue, 
on the other hand, to the absence of a sufficient market. 

The estimates of output and works costs given in 1923-24 were 
estimates for the maximum outturn when all the different parts 


4 Ibid., vol. 2. p. 63. 
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of the plant would be working at full capacity. But in actual 
effect, the different parts of the plant could not be operated to 
their full capacity, due to internal as well as external causes. In 
the first place, it so turned out in the course of experience that 
the parts of the plant were ill-adjusted to one another. Thus, for 
example, the capacity of the coke ovens to produce coke was 
below the capacity of the blast furnaces to produce pig iron. On 
the other hand, the capacity of the steel furnaces proved to be 
too inadequate, either to absorb the whole of the output of the 
blast furnaces or to supply steel ingots to the full capacity of the 
rolling mills. In other words, the capacity for producing i)ig iron 
and rolling difl'erent classes of finished steel was proportionally ex- 
cessive, while the capacity for producing coke and steel ingots 
wavS defective. The result was that either outside coke was bought 
or one blast furnace was kept idle. Moreover, due to the shutting 
down in 1925-26 of the Evans Copper Ovens from which the by-pro- 
ducts could not be recovered, and which therefore showed com- 
paratively higher works costs, the disparity between the coking 
capacity and pig iron capacity became wider, so that even with 
one blast furnace left out, the firm had to arrange for the purchase 
of outside coke. Secondly, due to certain improvements introduc- 
ed, e.g., change in the proportions of limestone and dolomite as 
fluxes, blowing more wind into the furnaces, the full capacity of 
the five blast furnaces turned out to be much higher than the 
original anticipations. Although the estimate was only 610,200 
tens, experience and improved practice showed that the 
furnaces had a maximum capacity of 800,000 tons. As a 
matter of fact, it was found that the five blast furnaces 
were capable of producing pig iron for as much as 780,000 tons 
of steel ingots and 560,000 tons of finished steel, and still leave a 
surplus of 60,000 tons for reserve and sale in the pig-iron market. 
And, lastly, it was found that many of the rolling mills could 
not be worked to their full capacity because of — ^partly shortage 
of steel ingots, partly, lack of power, partly insufficient markets, 
and partly, as in the case of the old mills,, comparatively 
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high costs of production. Thus, for example, in the* case of 
Ihe new 28" rail mill, it was found that its output of rails was 
above the demand of the mrrket for rails, while the old 28" mill 
proved entirely obsolete and uneconomical on account of high 
works costs. Accordingly, in 192G a development programme 
estimated to cost Rs. 268 crores 'was prepared in order, firstly, 
to round off the plant, and, secondly, to increase output to the 
tcchncally possible maximum, by fitting up the plant with 
auxiliary equipment here and there. This included the addition of 
a fourth battery of Wilputte Coke Ovens, a third dupl<^x furnace, 
and enlargement of the 4 old open-he"trth furnaces from 50-ton 
to 90-ton capacity. It also provided for equipping the new 28" 
mill with a roughing mill and finishing department, so that this 
could be turned to both rail-making and structurr 1-making accord- 
ing to market, and th\is enable the old 28" mill, become obsolete, 
to be shut down. There were also to be new auxiliary equipment 
for ec/onomy of fuel and additional power for the enlarged capacity 
of the plant. This development programme was to be completed 
in G years ending 19^11-82 and was designed to give the following 


output in the different parts of the plant in 

1933-345 

— 


Output in 

1926-26. 

Expected 
output in 

1933-34 

Coke 

Pig iron 

Perro-manganeBe 

Steel ingots 

Blooms, slabs, billets 

'Pons. 

694.070 

678.196 

7.302 

470.667 

408,816 

T ons. 

900.000 

800.000 
10.000 

780.000 

603.000 

New 28" mill 

Old 28" mill 

Plate mill 

(New) Merchant bar mill 

Old bar mills 

Black sheets 

Galvanized sheets 

Tin bars 

Steel sleepers 

Blooms and billets for sale 

94.236 

44.731 

20.871 

60,163 

28,019 

16.582 

12.681 

40.380 

1.773 

619 

260,000 

’ 26.000 

120,000 

25.000 

) 66,000 

60.000 
26.000 

Total nnished steel 

■ 319,967 

600,000 


^ Jhid., vol, 2, pp. 29 to 34, 64; vol. 3, pp. 26—82, 316-316, 
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Now, to retiiin to the improvements as shown in the reduced 
works coats. As we have already noticed, the growth of output 
in many departments lagged behind the estimates. On the other 
hand, the reductions in works costs were greater than the anti- 
cipations. Hence, in order to find out exactly at what points 
greater economy and efficiency were attained, it is necessary to 
malcci a comparative study of the different items of the works costs 
during 11)23-24 to 1925-26:— 


Pia IRON 



1923-24 

1924-26 

1925-26 

Production in tons 

... 

442,671 

562,691 

673,196 




Rs. a. 

Rs. a. 

Hs. a. 

Ores and scrap 

... 

... 

6 13*28 

6 1*44 

6 2'08' 

Coke 

... 

... 

19 14’40 

17 11-84 

14 4 00 

Flux - ... 

... 

... 

3 8 64 

3 0-48 

2 14*88 




29 4*32 

26 13-76 

23 4 96 

Labour 

... 

... 

2 8-00 

1 16-84 

1 16-04 

Tools and supplies 

... 

... 

1 2-72 

0 14-88 

0 12'48 

Refractories 

... 

... 

0 240 

0 208 

0 reo 

Steam 

... 

... 

1 800 

1 9-60 

1 1088 

Service expenses 

... 

... 

t 14-40 

1 1008 

1 8'80 

Relining fund ... 


... 

0 1200 

0 10-40 

0 690 




37 384 

33 12 64 

29 11-68 

Gas credit 

... 

... 

0 16-36 

1 096 

1 400 

Net cost per ton 

... 

... 

36 4 48 

32 1168 

28 7*68 
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It will be seen that the cost oer ton was reduced by about 
Us. 8. Reduction under coke accounted for over Bs, This 
was due to the fall in the price of coke per ton by some Bs. 4^, 
and in consumption of coke per ton of pig iron by some 2G0 lb. 
About As. 8 was accounted for by labour, and As. 9 by tools, 
supplies and refractories. A reduction of As. 5i was due to service 
expenses and As. 6 to relining fund, both of which reductions 
were due to increased output. Increased credit for by-product 
gas of the blast furnace, which is available for use in the rolling 
mills, and which accounts for considerable economies derived by 
mixed works in western countries, contributed tc o. reduction of 
about As. 5 a ton. 

If we analyse further, we shall fird that the reduction in the 
price of coke accounted for Bs. 5, of ores, scrap and flux As. 5, 
and imported tools and supplies As. 8. All these items of reduc- 
tions were due to the very considerable fall in external and 
internal prices in 1924-25 and 1925-26, and also the appreciation 
of the rupee-sterling exchange. Secondly, reductions under 
service expenses and relining fund accounted for As. llj, out of 
which a good part must have been due to the increase in the 
tonnage of output. These items total up to Bs. 6-8. Therefore, 
better practice in the plant and improved efficiency accounted for 
a reduction of only Bs. 1-8 a ton. But, due to rise in wages 
during the period by over 12 p.c., the improved efficiency of 
labour was not completely reflected in the costs. The annual 
tonnage per head rose from 145 to 205. Had the wages remained 
the same, the 1925-26 costs would have declined by a further 
As. 8. Therefore, the nei economies attributed to better practice 
and improve<l efficiency may be put at Bs. 2 a ton, or 5*5 p.c. ont 
of a total reduction of 21 p.c. on the costs of 192f3-24. 
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DUPLEX PLANT INGOTS 



1923-24 

1024-25 

1025-26 


Hs. a. 

Ks a. 

Rs. a. 

Net metal coat ... 

41 1601 

44 4*48 

37 13 92 

Feeding materials 

5 9T)0 

4 14 08 

4 3'36 

Ijal)our 

7 3 84 

8 12’32 

2 1200 

Stores 

3 13 2H 

1 1164 

1 2 72 

Refractories ••• 

1 12 32 

1 7 84 

1 6*28- 

Ingots, moulds and stores 

1 8 00 

1 18 70 

2 0 00 

Rclining fund 

7 H 00 

0 0 32 

1 

4 800 

Gas-producers 

9 4 04 

4 044 

2 13 90 

Service expenses ... 

3 0 50 

2 2 88 

2 3 20 

Average cost per ton ... 

82 1 28 

70 12 Of) 

68 13 44 


It will be- sooB iluit tbo total rethictions anu)unt(‘<l to lls. 2‘b4. 
Out of this, over lis. 4 was due to uel metal cost. This was the 
blowii-metal prepared in the lk^^semer Coiiverler, and the works 
eosts of blown-melal were reduced l)y ovei* Bs. 12 per ton on 
account of clieaper pig* iron, improved labour, etc. Of the remain- 
ing* Rs. 19-4, which was the economy in the conversion of the 
duplex idant ingots, about Rs. 4-8 was to be credited to ilal>our, 
Es. G-8 to lower cost of gas, RhS. 3 to relining fund. These 
savings were in a great measure directly attributable to increased 
efficiency of labour, gas plant, and furnace practice. These 
amounted to Rs. 14. On the other hand, lower price of materials 
accounted for a reduction of over Bs. 3 under feeding materials, 
stores, refractories, etc. It is, therefore, clear that out of a net 
reduction of Rs. 19-4 a ton, Rs. 14 or 74 p.c. was due almost 
entirely to increased efficiency in practice. It is also woiihy of 
note that although the efficiency of labour in this department 
improved by no less than 190 p.c. by increasing the per head 
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per annum tonnage from 52 to 140, it was neutralised in the labour 
costs to a certain extent, due to rise of wages by some 63 p.c. from 
Es. 106 to Rs. 616. 


28* NEW RAIL MILL 



1924-25 

1925-26 

Net mental cost 

]{«. a. 

98 14'4() 

Ks. a. 

8i> 928 

Labour ... 

4 1201 

6 1 70 

Stores, to«»ls and supplies 

3 704 

2 2 50 

Steam ... 

0 j 78 

0 2 o6 

Gas-producers 

... 

0 3 68 

Rolls ... 

2 4 00 

2 400 

Service cost 

3 12 00 

4 8-48 

Average cost per ton 

113 3 84 

96 0*37 


At the very outset, it is necessary to j)oiiit out that this mill 
was set up only on 12tli Ma,y, 1024, so that the cost sheets given 
above represent tlie Jesuits oF less than two complete years’ work- 
ing. HeiK'e, .the coinparative results should be accepted with a 
good deal of caution. INlow, from the table it appears that the 
total works costs were reduced by just over Rs. 17. But, mainly 
as a result of lower costs of the ingots, the metal cost accounted 
for a saving of over Rs. 18. Therefore, the net cost of c»onve4‘sion 
in 1925-26 w^as higher by Re. 1 than that of 1024-25. Therefore, 
there was hardly any progress to be noticed in the defiartment. 

These few representative costs sheets are sufficient to shoAv 
in what directions progress has been achieved by the industry m 
India during the first protective period, 1924 — ^27. It has been 
found that a good deal of reductions in costs is attributable to 
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the general fall of prices, both external as well as internal, that 
took place in the period. This was specially true of coke, imported 
stores, tools and supplies. Nevertheless, in several departments, 
and specially in the open hearth and the duplex plant departments 
producing steel ingots which hold the key to the success of the 
steel industry as a whole, there has been attained remarkable 
efficiency in the matter of producer gas, labour, and relining ex- 
penses.^ And it is these items, among others, that represent the 
technical as well as the human aspects of the problem of industrial 
success. The two principal difficulties that beset the path of the 
steel industry in India were the intricate and highly technical 
nature of the work involved on the one hand, and lack of trained, 
experienced, and efficient labour on the other. The comparative 
(!osts analysed above, however, sho\v that both these difficulties 
have been to a great extent solved by the industry in India. 

Another interesting point that is brought out by these costs 
sheets is in respect of the rapidity with which modern industrial 
plants, involving huge capital expenditure, become obsolete, 
out-of-date, and, therefore, uneconomic and useless. Thus, 
wo find that the costs of rails per ton in 1925-26 were 
Es. 112-15-84a. in the old mill as against Es. 9()-0-32a. in the new 
mill. This is a difference of about Rs. 16 a ton. The old mill 
has a capacity of over 93,000 tons a year. Should the old rail mill 
be worked to its maximum capacity, it would mean an excess ex- 
penditure of Rs. 14*88 lakhs a year in works costs alone. Similar- 
ly, the costs of bars in 1925-2(> were Rs. 125-3 04a. in the old bar 
mill as against Bs. 104-9*44a. in the new merchant mill. This is 
a difference of over Bs. 20 per ton. The old mill has a maximum 
capacity of over 40,000 tons. vShould it be operated at full capacity, 
it would involve an excess expenditure of over Bs. 8 lakhs in 
works costs alone. These two mills between them would neces- 
sitaie an additional expenditure of about Rs. 23 lakhs in works 
costs alone every year, or considerably more than a crore in 6 


S Jbid.f vol. 2, pages 80 — 100; vol. 3, pp. 8 — 102. 
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years. And these had been first operated in 1913-14, and they 
became obsolete in the course of only 12 or 13 years, that is, by 
1925-26. This also demonstrates the utter necessity of providing 
for a high rate of depreciation in the overhead charges, Jind the 
wisdom of insisting upon maintaining this depreciation fund intact 
before dividends are distributed among the shareholders. It will 
be recalled that, in 1924, the Tariff Board provided for deprecia- 
tion at the rate of p.c. on machinery, and GJ p.c. on the whole 
plant. The total amount allowed on depreciation account was 
Its. 9375 lakhs. The steel company, however, kept Us. 61 lakhs 
in 1924-25, Rs. 60 lakhs in 1926-2(), and Rs. 78 lakhs in 192()-27.7 
It is also worth while noting that before the insistence by the 
Tariff' Board on this point in 1924, the steel company had not 
always kepi a sufficient amount for the depreciation fund. Thus, 
for example, in 1922-23, which w^as, however, an extremely poor 
year, the provision for depreciation had amounted to only Rs. 15 
lakhs. The practical importance and the wisdom of maintaining 
a high rate of depreciation in the overhead charges would be appa- 
rent from the fact that some portions of the Greater l^xiensions 
installed between 1921 and 1925 were financed out of the depre- 
ciation fund. Moreover, as we have seen in course of this enquiry, 
in 1926 the company was able to plan a development programme 
in order to keep the plant up-to-date and at ihe highest jxiint of 
technical efficiency by shutting down some of the obsolete mills 
and fitting up the plant with some auxiliary equipment, to be 
financed entirely out of the depreciation fund, the capital cost of 
the programme being estimated at no less than Rs. 2 64 crores. 

In view of this extreme importance of maintaining an adequate 
depreciation fund so that the works might be kept in a high state 
of efficiency and plant and equipment quite abreast of modern 
progress, the Tariff Board wisely suggested that the scheme of 
protection should include an. obligatory provision for the main- 


7 Vide Annual Reports of the Tata Iron and Steel Company, Ltd., 1924-25; 
192526, 1926-27. 
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tenance of a sufficient depreciation fund. This obligation is indeed 
necessary as a safeguard against the very probable temptation 
Avhich the sliareholdeis inighi sometimes feel to clamour for a high 
dividend at the expense of the future interests of the industry. It 
is worthy of iiole that ihis suggestion has been voluntarily accepted 
by the Board of Directors of the Tata Iron and Steel Company, 
Ijtd., which should serve as a wholesome example to the not a 
few' Boards of Directors who are frequently apt to attach more 
importance to their present popularity among the shareholders 
than lo the peiniaiieiil welfare of the industry or the firm committed 
to their care. 

No assessment of the growth of a new industry, specially in 
the transitional stage of a country from agriculture to manufaeture, 
can, Innvever, be complete without getting an idea of the degree 
of success that has been achieved in the training of labour, in the 
replacing of imported by indigenous slafV and in placing Indians in 
jiositions of trust and command. To use the current phravscology 
of present-day Indian polities, one true test of ihe measure of self- 
gtjverniiient attained in industry is the extent of Indianisaiion in 
the superior ranks of ihe services in the industrial sphere. For, 
as w^as very clearly put by the representative of the Tata Iron and 
Steel Company, Ltd., before the Fiscal Commission, “ it is impos- 
sible to say that the industry in India is established until we have 
natives of the country w'ho are (‘ompetent to fill up the highest 
positions in the works, as in the case of tlapan.”^ It is for this 
reason that the Assembly Members have insisted again and again 
on the protected industries being statutorily required to give 
reasonable facilities for the training of Indians. 

On account of this demand of the Assembly, a clause was 
inserted in the Act of 1924 to the eftect that the firms manu- 
facturing the bounty-fed articles should give reasonable facilities 
for the training of Indian apprentices in the processes of manu- 
facture. 


8 Vide Minutes of Evidence, Indian Fiscal Commission, vol. 3, p. 990. 
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It is, therefore, appropriate to discuss at this stage, how 
far it is desirable and necessary to make statutory and compul- 
sory proTision for the training of Indians in the processes of 
manufacturing in industries, specially in protected industries. 
For, it is a well-recognised principle of Economics that where the 
free play of economic forces tends to the realization of the desired 
end, there should be no interference from outside. We should 
do well to bear in mind the dictum of the old masters that in the 
economic sphere of a man’s lift, no other force is so steady, sure 
and powerful in its operation as the motive of self-interest or 
the forces of free competition. Ir the industrial and commercial 
world, even more than in the social and i)olitical woild, there 
is a remorseless struggle for existence and an unfettered opera- 
tion of the law of survival of the fittest. ITow, the one sole all- 
powerful weaixm in this unceasing heedless fight is productive 
efficiency, M’hich is measured by costs of production. The lower 
the costs of pn^duciion, the gmiter the (ompetitive efficiency, 
and, th(‘refore, also the chance of success. Therefore, it may he 
accepted as un axiom of industrial economics that every firm 
will freely ex]>lore all j)()ssil)le avenues for the reduction of costs 
of productior. It is also evidcuit that where this very vital point 
is concerned, no extra-economic considerations like racial pre- 
judice or national bias or patriotism will be allowed to weigh 
with the entrepreneur. 

Now, it has been again and again publicly stated by the re- 
presentatives of important Indian industries that foreign labour is 
far more expensive than Indian labour, quality for quality. The 
spokovsmen of the steel industry stated before the Tariff Hoard 
in 1923 that when an imported expert is replaced by an ecpially 
qualified Indian, the latter is usually given two-thirds of the 
salary of the former. But when we take account of the fact that 
these imported experts have to be given free passages to and 
from their homes, salaries while travelling, home allowances and 
princely bonuses, we may safely put it that the replacement of 
foreign experts by qualified Indians would vSave at least 50 p.c. 
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of the wages bill of the higher sta.ff.® Between September, 1924, 
and June, 192(i, the steel company reduced their foreign staff 
by 68 from 229 to 101, or by about 30 p.c. Of these 68, 42 were 
replaced by Indians and 20 were net reductions. As a result, 
the amount of salary paid to the imported hands declined by some 
Rs. 3*8 lakhs j)er annum. This, however, does not give an ade- 
quate idea of the amount of actual saving to the company. A 
note was attached to show actual savings by the replacement 
of foreign staff by Indians in 20 of the more responsible jobs. 
The Indianisation of the staff in these 20 jobs reduced the amount 
ot* salary payable from Rs. 15,406 to Rs. 7,870 per month. This 
means a saving of Rs. 7,636 a month or Rs. 91,632 a year. This 
shows a reduction of approximately 50 p.c. in the wages bill. As 
the above list includes some of the most responsible jobs carry- 
ing salaries as high as Rs. 1,250 p.m., we may lake this as 
representative. Now on 1st June, 1926, the salary bill of the 
covenanted hands amounted to Rs. T78 lakhs a month. This 
would come to Bs. 2T36 lakhs a year. If all these hands were 
replaced by Indians on approximately 50 p.c. of the salaries paid 
to the former, as in the above mentioned 20 cases, the total saving 
in the wages bill will be well above Rs. 10 lakhs. The effect 
ot this one item of .saving on an output of 500,000 tons of steel 
would be to reduce the costs by Bs. 2 a ton. It is a matter of 
common knowledge among business men, what it means for a 
manufacturer to be in a position to decrease the costs by Bs. 2 
per unit. But even this does not give a complete idea of the sav- 
ing that could be effected by the policy of replacing foreign by 
Indian staff. Besides the salary, the covenanted hands are also 
paid a bonus on the output. In 1925-26, out of a total wages 
bill for labour amounting to Rs. 146*7 lakhs the amount paid 
to the covenanted hands in salary and bonus was no less than 
Rs. 34*20 lakhs or 23 per cent of the whole. The amount of salary 


9 Ibid., p. 0B9; also Minutes of Evidence, Tariff Board (1924), vol. 1, p. 223; 
vol. 2, pp. 109—11, 



THE PROGRESS OE THE STEEL INDUSTRY, 1924 — 27 17 

was Rs. 23-73 lakhs and bonus Bs. 10*47 lakhs, if the entire 
staff were to be Indians, there would be a saving of Bs. 11*87 
lakhs in salary (50 per ♦^ent '‘eduction) and the whole of the bonus 
of Bs. 10-47 lakhs, as Indians are given no bonus. The total 
saving would be Es. 22-34 lakhs. On an output of 500,000 tons 
of steel this would mean a reduction of works costs by no less than 
Es. 4*5 a ton.io 

It is on account of the free play of this powerful economic 
force that the steel company of their own accord have undergone 
the not inconsiderable expense of lunning a high gr-^de Metal- 
lurgical Institute at Jamshedpur without any pemuasion or com- 
pulsion from anybody. It was started in 1921. Totall admissions 
during 1921 — 25 were 114. Of these, 58 are still under training. 
Of the remaining 56, 6 accepted outside employment, and the re- 
maining 50 were empiloyed by the steel company. Of these again, 
25 have resigned or been discharged, and the remaining 26 are 
serving under contract with ihe Tata’s. Apait from the recruit- 
ment of Indians through the institute, there is also recruitment 
by promotion of ordinai’y local workers who gradually acquire 
training, skill and experience at the works. In this way some 
ordinary coolies have been promoted to positions that carry a 
salary of Bs. 250 to Bs. 300 a month. Thus it is clear that due 
to the sheer operation of economic forces, the management is ex- 
pediting the process of replacement as far as they reasonably can.^^ 
If the company have had to employ large numbers of foreign ex- 
perts w’ho are more than twice as cosily as equally qualified Indians, 
that also must be due to the utter needs of the situation. For, 
both self-interest as well as the sentiment of patriotism would 
debar them from the employment of impoited staff if only they 
could do so without sacrificing the ultimate welfare of the industry. 
When we look at the policy of the tinplate company of India, 
which is virtua;lly controlled by that powerful foreign corporation, 

^0 Vide Minutes of Evidence, Tariff Board, 1926, vol. 2, pp. 210*11 224*25 * 
vol. 3, pp. 91 — ^93. 

11 /bid., vol. 2, pp. 158—63; vol. 3, pp. 91—93. 
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the Burma Oil Company, Ltd., it would be still more clear to us 
that the operation of the motive of self-interest by itself is enough 
io lead to a rapid replacement of impoiied staff by indigenous staff. 
Here, extra-economic considerations like race prejudice would have 
led to a retardation of the policy of replacement. Nevertheless, 
v/ithin 3 years, 1923 — ^2(3, although the output rose from 9,000 tons 
to 35,000 tons, the covenanted hands were reduced fiom 84 to 58, 
or by some 31 per cent. If the increase in output is considered, 
this would mean a reduction of 85 per cent from 326 to 58 . In 
this connexion it may also be recalled that so higdily an industrialis- 
ed country as Ameiica was in 1890 had to import large numbers of 
Welshmen for the then newly started tinplate industry of hers. 

It is, therefore, clear that in the matter of appointing 
Indians to positions of trust and command in modern industries, 
the play of vself-interest, the most powerful motive force in the 
economic activities of man, may be safely liiisted to lead to the 
realization of the desired end, and no outside interference is neces- 
sary. Moreover, it must lie remembered that legal compulsion 
may create a feeling of resentment in the minds of the captains 
of industry and, therefore, the training given under compulsion 
may often prove io be of small practical value. Lastly, we must 
also be on our guard lest an over-zealous regard for the satisfaction 
of a i)atriotic sentiment should tempt us to unduly accelerate the 
process of Indiaiiisation and thereby interfere with a steady and 
solid development of the industiy which alone will ensure peima^ 
nence and stability. 

Now, to return to the conditions of ordinary labour. It has 
been admitted on all hands that the policy with regard to labout, 
that has been followed at damshedpur, is more enlightened from 
more than one point of view than has been the case in other places. 
It is the observation of competent persons that the labour condi- 
tions all round at Jamshedpur are better than those prevailing 
in other parts of India. At the very outset it is interesting to 


12 vol. 7, p 
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note that the Tata Iron and Steel Company have from the very 
beginning followed the policy of an eight-hour day, in this anti-- 
cipating by many years the steel producers of other countries. 
Secondly, this has been one of the very few large-scale industrial 
organisations, which have accepted the sound economic maxim that 
increase in wages increanses effi^ency. Its representative, as a 
matter of fact, publicly stated before the Tariff Board in 1926, 
that they definitely wanted to raise the wages of the men, and con- 
sidered it was sound business, for as the standard of comfort rose, 
the standard of efficiency also would rise with it. They have also 
wiseily recognised from the very beginning that the problem of 
shortage of steady, stable, permanent, skilled, trained, and ex- 
perienced labour in Indian iiulustnes, which is a paradox of Indian 
economies, can only be solved by creating a congenial and whole- 
some environment, which will succeed in attracting outside labour 
and making it permanent, stable and localised. For this purpose 
they have out of their own funds spent no less than Bs. 1-35 crores 
in calling into existence out of an obscure Santal village a most 
up-to-date industrial city, thoroughly equipped with modern hos- 
pitals and dispensaries, saniiary works, lighting, water woiks, 
etc. Nor has the management of the company been unmindful of 
suitable housing accommodation for its employees. It is common 
knowledge that in many of tlie large industrial centres of India, 
e.g., Bombay, the housing conditions of the workers indicate 
appalling overcrowding and awfully insanitary surround ings, which 
lead only to degradation and misery. In order to averi this evil 
and make the environment a positively congenial one, the com- 
pany have provided some 10,353 houses, which provide accommo- 
dation for about 34 per cent of the total employees, both monthly- 
paid and weekly-paid. Similarly, adequate arrangements have 
also been made for education and general diffusion of knowledge. 
Going into details, we find that there is a High English School 
for boys, a Middle English School for gills,. and 14 primary schools 
run by the company. In addition, there are 6 isolation wards, 
free treatment of maternity cases, and free medicines. There are 
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also a health and sanitation department and a veterinary hospital. 
Similarly, there are also ample facilities provided for recreation 
in the way of clubs, dramatic association, running trophies and 
championships, cinemas, etc. And, lastly, co-operation, that most 
promising item of modern labour welfare, has also found sutiicient 
recognition in the shape of co-operative societies, which save the 
employees from the (dutches of Kabuli money-lenders.^^ 

It is only by following* this enlightened policy that our steel 
city, Jamshedpur, has been able to get a permanent labour supply, 
estimated at some 30,000 workers, who have practically settled 
down on the works, thus providing a nindeus for the future steel 
workers of India. 

From the foregoing, it would appear that, in spite of un- 
favourable and impeding fuciois like depreciating exchanges, fall 
of foreign })rices, and reckless com])etition during a period of acute 
depression, the steel industry of India, has been able to make appre- 
ciable progress, as evidenced by increase of output, improvement 
in the efficiency of labour, reduction in the number of foreign 
hands, and considerable rculuction in works costs. This evidence 
of gain in the strength and stability ot the industry has been 
also accompanied by very (‘onsiderable improvement in the con- 
ditions of labour, specially iu lespeet of w^ages, housing and various 
amenities of modern life. 

But when w^e turn to the financial aspects of the industry, the 
picture presents a gloomy appearance. During the 3 years, 
1924 — ^27, the articles produced by the industry were protected by 
fairly higli impoid duties averaging 25 per cent. Besides, between 
October, 1924, and March, 1927, the industry received a direct 
subsidy from the State amounting to Rs. 209 lakhs. In spite of 
this double protection, the company fell in arrears of dividend 
payments on 7| per cent cumulative second preference shares 
(valued at Es. 7 crores) to the extent of well over Bs. 75 lakhs. 
Similarly, during the wdiole period only Ih per cent dividends 

13 Jba/., vol. 2, pp. 262—72; vol. 3, pp. 266-73. 
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could be paid on the ordinary shares and none whatsoever on the 
deferred shares. It was only the 6 per cent first preference shares 
worth Rs. 75 lakhs that could earn full dividends throughout the 
period. That is to say, during the period of protection, only 
71 per cent of the capital could earn full dividend, 91*5 per cent 
a fractional dividend, and 14 per cent no dividend whatsoever. 

This, therefore, raises the question, whether the measure of 
protection granted during the period was adequate and effective 
in promoting the growth of the industry or not. Now, the ques- 
tion may be answered from two points of view. The first would 
be to find out >\hether the amount of protection intenued under 
the Act of 1924 was actually received by the company. The Tariff 
Board in 1924 had intended that t»ie si cel industry should realize 
such an amount of surplus over works costs as would be adequate 
to meet the necessary overhead charges and leave a margin for 
profits on capital. The Board itself again calculated in 1926 the 
difference between tlie amount intended under the scheme of 1924 
and the amount actually received in the 2 years and 9J months 
of protection. They concluded that the actual realized surplus wa-s 
only short of the intended surplus by Bs. 16 lakhs.i^ And further- 
more, if the bounty of Rs. 90 lakhs as recommended by way of 
supplementary protection for the period October, 1925, to March, 
1927, had not been reduced to Bs. 60 lakhs by the Government of 
India, the amount of surplus would have exceeded by Rs. 14 
lakhs, the sum intended as surplus under the Act of 1924. From 
this point of view, therefore, it must be admitted that the actual 
results realized during this period were equal to the degree of pro- 
tection originally intended under the Act of 1924. And this must 
be regarded as perfectly satisfactory, specially in view of the ex- 
tremely uncertain and unstable conditions of prices, exchanges 
and costs during this period. 

A second point of view from which the question may be consi- 
dered would be to find out whether the degree of proteeiion actually 


34 Vide Report, 1926. pp. 12—16, 
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realized under the Act of 1924 was effective in promoting the growth 
of the industry. Here, again, there are two aspects to be consider- 
ed. On the one hand, it is found that the financial position of 
the company during the period of protection was much better 
than it had been in the period immediately preceding the period of 
protection. In 1922-23, after meeting other necessary charges, 
the profits of the company amounted to only Rs. 22*31 lakhs, out 
of which Es. 15*27 lakhs only could be set aside for depreciation 
and Es. 4*5 lakhs could be given away as dividends on first pre- 
ference shares. In 1923-24, out of the nett profits, Rs. 30 lakhs 
could be set aside for depreciation, while no dividend could be 
given even on first preference shares. And had there been no as- 
sistance given in 1924 — 27 by means of protective duties and 
bounties, the position would have become much worse still on ac- 
count of the more acute stage of the depression, accentuated by 
depreciating foreign exchanges. But, due to the intervention of 
tlie State by the policy of i)rotection, in 1924-25, 1925-26 and 
1926-27, the depreciation fund could be crediled with the con- 
siderable sums of Rs. 61 lakhs, Rs. 60 lakhs and Rs. 78 lakhs 
respectively, wliile full dividends on first preference shares and 
partial dividends on second preference and ordinary shares could 
be distributed in the period. The sum of direct subsidy granted 
to the industry by way of bounty amounted to Rs. 209 lakhs. If 
tliis had not been given, the company could not have given any 
dividends even on first preference shares, and ifs allocation for 
depreciation fund would have fallen short of what was actually 
regarded as necessary by Rs. 106 lakhs. It could have set aside 
only Es. 31 lakhs a year for depreciation. The position, there- 
fore, would have been, at least, as critical as in 1922-23 and 
1923-24.^^ But due to the protective measures of the period, the 


15 Taking beams, bars and plates as representative of different kinds of steel 
imported into India, and taking the mean of the average prices of British and 
Coniinental steel during 1924 — 27, the average price of imported steel, duty-free, 
was Kb. 113 a ton. The additional duties under the Act of 1924 averaged some 
15 p.c. (over and above the original revenue duties) or, say, Rs. 17 a ton. During 
the period the output of protected steel was by import duty 650,000 tons, The 
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industry emerged out of the acutest stage of the depression more 
strong and stable than it had been in 1922-23 or 1923-24. Had the 
protective measures not been adopted in the most critical stage of 
its history, the industry would, on the admission of the Tata 
Iron and Steel Company, have ceased to exist. Therefore, the 
protective measures under the Act of 1924 must at least be credited 
with having preserved the industry uuder most critical conditions. 

But the aim of protection is no< merely to keep an industry 
in a state of bare existence. Its avoAved purpose in all protectionist 
countries is and has been to accelerate the healtliy development of 
an industry towards ultimate ind€penden(‘e. As was stated both 
by the Fiscal Commission as wel^ as by tlic Taritf Board, its ob- 
ject is to inspire capital with confidence by ensuring adequate re- 
turn in the face of gi'eat initial risks and un(;ertainties, so that 
competition may be invited and vigour and efficiency stimulated. 
The protective measures of 1924 — 27 did not in effect ensure this 
adequate retura on capital, and it failed to inspire would-be in- 
vestors of capital with sufficient confidence to enter the field of 
this particular* industry. Thus the stimulating effect of compe- 
tition in promoting efficiency and reducing costs did not take 
place under the scheme. It may be said that this was a period of 
abnormal depression in trade and industry, and, therefore, it was 
not an easy task to ensure normal return on cai)ital. As a matter 
of fact, such an explanation was offered by the Tariff Board in 
192fi, when it stated that many firms even in old industrialised 
countries like England and America had either failed to derive 
any return, or secured only an inadequate return on their invested 
capital. Accordingly, therefore, it was said, there was a much 
smaller possibility of sufficient return on capital in a country like 
India. But the critics may reply that if this was an abnormal 
period, then the remedy applied also should have been abnoimal, 

total additional duties on this would amount to Ra. 93-5 lakhs. If this as well 
as the bounty had not been given, the company could not have made any allocation 
for depreciation fund, and the position would have been, if anything, much worse 
than in 1922-23 and 1923-24. 



24 


H. L. DEV 


A costly measure like protection, if at all undertaken, must be 
adequately and effectively applied, so that the result may b© assured 
and the period shortened. For, as has been rightly observed, in- 
adequate protection is worse than useless. In this view of the facts 
of the case, therefore, one might come to ihe comdusion that the 
protective measures of 1924 — ^27 achieved only a very limited degree 
of success. 



AGRICULTURAL CONTRASTS IN THE 
BENGAL DELTA 


BY 

liiADHAKAMAL MUKERJEE, 

Luckno w Uni versity . 

iWet Cuiltivatiofi in the Delta. 

The climate of the Lower Ganges V^alley presents a contrast, 
gradual and not sharp, with that of the upper and middle por- 
tions. The temperature is warmer than that of the drier regions 
of the Uiiper Geiiges Valley in’ winter, but it is much cooler in 
summer. In the Middle Gauges Valley we already have passed 
the prairie region and come to the forested belt, though, of course, 
the human interference has led to the regression of vegetation to 
dry types. The country is no longer dry and brown, but moist 
and green. The grass lands disappear and trees become more 
and more numerous. In the Lower Ganges Valley vegetation be- 
comes richer and more luxuriant and the abundant rainfall is much 
more favourable for the wet zone crop, rice. The fertility of soil 
of the Ganges Delta annually renovaied by silt deposit is pro- 
verbial. It has been maintained through centuries by nice adjust- 
ment of cultivation to physical condition.s, and both crops and 
methods have hardly undergone any changes. In ancient Bengal 
paddy w’^as cultivated in the same manner as to-day. A nursery 
was prepared and the seedlings were transplanted, as testified by 
Kalidas, the poet of Ujjain, who could not but be struck with a 
farming practice quite unfamiliar to him. Speaking of Bengal, 
he describes the peasant’s wives, who, while protecting the salt 
seedlings as they sat under sugarcane groves, sang the glories of 
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their husband protectors. The yeaily inundation of the rivers and 
deposit of fertilising^ silt led to an early rise into civilisation of 
the delta region. The situation of Egypt as regards its proximity 
to an early seat of civilisation, viz., Mesopotamia, was undoubtedly 
of greater advantage. Bengal could be reached only after travers- 
ing the whole region of the Ganges Valley; the sea-route in the 
Bay was full of risks. But the climate in Bengal was immeasur- 
ably more advantageous for agriculture. In Egypt the summer 
is very hot and dry, and soil temperatures of 55® — 70®C. are ex- 
perienced. Thus in summer the land formerly remained fallow. 
When the Nile flood inundated the region, the land was given 
over to the cultivation of winter crops. Bengal has a much more 
abundant rainfall and equable temi)erature than l^gypt. Thus over 
the whole region two harvests a year may be obtained from the 
same field, while independently of double-cropping the yield also 
is very great. In Egypt the triennial rotation is introduced now 
on a large scale by perennial in igation, and theie has been recently 
an enormous expansion of cotton, which is a summer crop, as in the 
United Provinces, and is growui by means of irrigation. 

The jFollow-ing table gives the indices of aridity in different 
districts in Bihar and Bengal: — 

INDEX OE ARIDITY IN BIHAR AND BEKGAH DISTRICTS 


District. 

Density 

1 

population. 

Mean 

temperature. 

Normal 

rainfall. 

Index of , 
aridity. 

Percentage 
of gross 
cultivated 
area 

which is 
irrigated. 

Patna 

763 

24‘'0. 

Ins, 

47 

34-5 

67*6 

Furnea 

405 

23oC. 

61 

46‘2 

1*3 

Monghyr 

517 

2400. 

54 

89-7 

18*4 

Bankura 

389 

2TOC. 

63 

35 ’0 

6*0 

Midnapore ... 

528 

25oC. 

58 

41*4 

9*2 

Myxnensingh 

776 

2300. 

93 

70o 

4*1 

Noakhali 
(mainland) ... 

1,202 

j 2600. 

120 

86*7 

... 
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As w© move further and further towards the lower portion 
of the valley, the climate gradually becomes damper, tlie differ- 
ence between the mean ^^einperatures in summer and winter agri- 
cultural seasons decreases, and the crops can be grown without 
water brought from wetter regions. The Index of Aridity " 
indicates that w© are in a forest belt, under conditions which are 
most favourable for vegetative growth. In Bihar we have three 
growing seasons, while in Bengal the croppings are even four and 
five. Bengal is not only exposed to moist sea winds from the 
Bay of Bengal which set in as early as February and penetrate 
further inland, but is also practically beyond the influence of the 
hot dry westerly winds that are so marked in the middle and west- 
erly portions of the Gangetic Praia. Such winds which play an 
important part in the vegetaiion and agriculture of the Gangetic 
Plain are felt only occasionally and intennittently in Bengal. 
In the central and western districts, where such winds are more 
evident, these arc fur less hot and parching than in the west, due 
to tlie moisture taken iij) from the surface over which these blow. 
But the highest tenipeiatures of the hottest months, April and 
May, are recorded from these districts. In Eastern Bengal the 
hot season is somewhat moister and its temperature rather lower 
than in Western Bengal. The rainfall due to proximity to the 
Bay and the Khasi Hills is much higher than in Bihar or Weet 
Bengal. In Dacca Division the normal rainfall is 81 inches and 
in Chittagong 97 inches. The sloping surface of the hills causes 
the upward motion of the air current, and the rapid increase of 
rainfall in the eastern and northern districts of Bengal. The 
rainfall thus is unevenly distributed in Bengal. The average rain- 
fall ranges between 50' and 75 inches in the south-west, centre 
and west, and between 75 and 120 inches in most places in the 
south-east, east and north. It is still heavier in and near the 
hills, and near the coast than ^ on the plains farther inland. The 
lowest rainfall in Bengal is that of Bankura and Malda districts, 
where the rainfall averages 54 inches. 
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Alluvimn, Old and New. 

The whole of the Gangetic Plain is peopled at a high density, 
and certain portions have a very thick population. But the Plain, 
although topographically uniform, is not similar from the point 
of view of climate. It is rainfall rather than soil conditions, 
which for the most part govern agriculture, and condition popula- 
tion-density in the Plain. The whole of the valley is very old 
formation, and it is not before we reach the active delta that the 
soil factor influences density. Throughout the Plain the allu- 
vium consists tor the most part of a sandy micaceous and calca- 
reous clay. The main differences between one soil and another 
lie more in tlie average size of the particlos than in their chemical 
composition, even the soils conventionally known as clays and 
heavy loams containing a large preponderance of silica in a state 
of minute subdivision. Sucli differences are attributed to the 
sifting action of tlie water from which they are deposited, the 
deposits varying largely with the velocity of the river-current. 
From the agriculiurist/s point of view^ the great bulk of the allu- 
vium contains adequate quantities of lime, potash and phosphoric 
arid. The amount of nitrogen is small but in the agricultural 
seasons the process of nutrification is much more rapid than in 
colder climates, ,so that the small supply is more often renewed. 
In the Middle and Western Plain ihe older alluvium is distinguish- 
ed by the presence of nodular segregations of carbonate of lime 
(hanlmr) and concretions of hydrated peroxide of iron {harihunf). 
Soils in the Lower Plain are distinctly lighter in colour and 
denser than those in the Western Plain. Commonly substrata 
are found in well-defined layei's of sand, clay and loam; but ocear 
sionallly the soil may extend unaltered in colour and consistence 
to a considerable depth. The soils vary from drift sand to clays. 
In the delta the proportion of sand-silt and clay varies more cou- 
siderahly with the rivers which deposit them and with the point* 
of deposition. In Bengal the new alluvium which may be re- 
garded as the area of deposition can be clearly distinguished for 
the most part from the old alluvium which is the area of denuda- 
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tion. In the latter the peculiar physical condition of the soil, 
accentuated generally by a deficiency of organic matter, renders 
it in many cases almost impossible in Bengral to obtain a really 
fine surface tilth for sowing operations. Accordingly these old 
alluvial soils are not cropped to any extent during the rahi season, 
when very little rain falls. Chemically these soils are characterised 
generally by a great deficiency of lime and phosphoric acid; the 
amount of organic matter and nitrogen presen i is also low. 
Bacteriological conditions do iio^ therefore favour the growth of 
more than a limited number of ^rops. Of these, the most 
important are aman^ paddy and jute, the physiology of whose 
nutrition is different from that of most field crops. In the active 
delta, the soils of the new alluvium differ in their pliysicei condi- 
tion from those belonging to the old alluvium. The new alluvium 
may itself be diptinguished into the newer and older deposits. 
The older deposits usually consist of a rich loam-soil of great 
agricultural value. The newer deposits vary much in character 
according to the river which yields the silt. Tlie Meghua, for 
instance, brings a large proportion of deCiiyed vegetable matter 
from the swamps of Sylliet, and is relatively straight and slow. 
Thus sand-banks form slowly and gradually, hut on formation 
they are so heavily laden with organic matter and nitrogen that 
they are able to bear a crop of boro-paddy before they even emerge 
above the surface of the water. On the other hand, the Padma 
yields very often a fine sandy-loam which overlies a subsoil of 
almost pure sand. These soils are often deficient in organic matter 
and nitrogen. Thus it is not until the Padma sand-bank has 
emerged considerably above the level of water, that the alluvium 
acquires sufiicient consistency to bear a crop. In the newer 
alluvial formations, besides these variations in the different 
rivers, the fertility increases according to the down-stream of the 
new formation. This is chiefly because the rivers first deposit 
the lighter particles of sand, and the heavy clay held in solution 
is left behind; the clayey matter which naturally forms a more 
fertile deposit is deposited further down the river, 
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It is thus, that the three rivers Ganges, Brahmaputra and 
the Meghna along with their tributaries are building up different 
soils in different pants of Bengal, w^bich are responsible to some 
extent for a variety of crops and farm-practices. Throughout 
the active deha, owing to the superior physical condition and 
greater amenability to cultivation, the soils are regularly cultivated 
and cropped during the rabi season. Here again, the newer 
alluvium of the Meghna, which is the youngest of the great 
rivers, being richer in organic matter and nitrogen, is peculiarly 
adapted to a heavy cropping of wet varieties of rice. It is probable 
that when the land formation of Noakhali and Tippera is 
completed within the next fifty years, these districts will be 
found to maintain a higher population in density than the 
districts fashioned by the two other rivers. An agricultural 
differentiation due to the Meghna estuary is already noticeable 
to some extent in Bakarganj, but this will take decades to manifest 
itself in sliarp contrast. The difference, however, between the 
new’ alluvium in active delta and old alluvium in Central and 
Western Bengal, as representing contrasted types of soil, is quite 
apparent in the cropping as shown below^: — 


Old Alluvium 

Paddy (larger proportion of aus than 
aman). 

Jute (to a small extent). 

Sugarcane (largely). 

Maize, jowar and other millets. 

Pulses and oilseeds. 

Wheat and barley (to a small extent). 


'New Alluvium 

Paddy and Jute (larger proportion ot 
aman). 

Sugarcane and pulses. 

Oilseeds, e.g., linseed, mustard, nigar 
seed and til. 

Cereals, e.g., wheat, barley and oats. 
Tobacco. 


Cropq and Irrigation Practices in Different Parts of the River 
Basin. 

For Northern India the classification of crops into “ wet ” 
and “ dry ” crops is universally adopted. The distinction goes 


1 Bengal Administration Report, 1921-22, p. 6, 
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iijto the roots of ag^riculture. Wet crops include such as rice, 
jute and sugarcane, such aquatic plants adapted by a long process 
of control and selection ^*or human use. We have seen that as 
we travel down the Ganges Valley towards the delta, the wet zone 
Cl ops pi*evail more and more and the dry crops — ^wheat, barley, 
millet, maize and gram — become less and less iinporiant. In Bengal 
rice occupies practically 75 per cent of the whole cultivated area 
and jute and sugarcane another 20 per cent. Now the wet crops 
not only need a more ubinidani uater-supply than drj^ crops, but 
they also require to be grown much nearer the water-table than 
the latter do. Most of the dry crops have long lap roots which 
penetrate deeply into the soil for food; while the wet crops have 
a sui'fa(;e root system, and thus can grow most succes8full;y where 
the water-supply is abundant and the sub-soil water-level very 
near the surface. The cultivation of rice is thus very unlike 
giwing wheat or any other cei^al in the Upper Ganges Valley. 
In the case of the latter, the land is ploughed, the seed is sown 
broad-cast and then the agriculturist concentrates all his energy 
as well as his bullock power towards artificial irrigation so that 
he can get a bumper harvest. But rice is not grown in this fashion, 
except in a few uplands and in places where labour is scarce. 
To obtain full value from the crop, it is necessary to transplant 
the seedlings shortly after they have sprouted. Ploughing starts 
soon after the early rain has moistened the soil sufficiently. Next 
a few selected fields are sown heavily. While the seed is sprout- 
ing, other fields which are to contain the crops are prepared to 
hold water to a depth of a few inches, mud forming the base of 
the necessary embankments. When there has been sufficient rain 
to flood these fields, the labour of transplantation begins. Armfuls 
paddy are torn up from the fields where it was formerly sown, 
and taken to the flooded fields. There a hole for each individual 
plant is punched, round which the eaith is pressed so that the 
transplanted plant can have a new lease of life. Every single 
stalk of the -waning fields of rice is separately transplanted. This 
is how rice comes into being in the Bengal Delta. It is the 
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result of the labour of bare backs bent to a task which starts at 
dawn and continues till dark, day after day, in mud and water 
till the monsoon ends. Thus the monsoon is called the badan^tor 
or back-breaker in the peasants’ vocabulary .2 In Northern India 
the monsoon relieves or ends the cultivator’s toil; in Bengal it 
commences a period of toil so intense that there is a general sigh 
of relief among the agricultural labourers when the last great 
thunderstorms announce that bright, sunny days are coming again. 

Rice must be grown in mud and water, and unless it is 
transplanted, the grain will be coarse. The roots of rice must 
continually be fed by the ingress and egiess of silt-laden water. 
The investigations of Harrison and of his staff at Coimbatore in 
Madras on the gases of swamp rice soils have drawn particular 
attention to the importance of the oxygen supply to the roots of 
the rice crop by means of a slow movement of aerated water 
through the upper layers of mud in which this crop grows. The 
roots of rice must have a constant supply of oxygen. Since they 
are immersed in mud and water, the only way this substance can 
be provided is in solution in whaler which must move slowly through 
the soil. The natural flood of flush irrigation vslowly changes the 
water and renews the supply of dissolved oxygen foi' the roots of 
rice. Similarly, jute exhausts and impoverishes the soil to a 
much greater extent than most crops; and, excepting in the case 
of chars flooded annually and very low lands, which derive similar 
benefits by drainage, it is in very few instances only that it is 
grown in the same land for more than three years consecutiveily. 

In the Middle and Upper Ganges Valley where dry crops are 
most important, irrigation for the rahi is most important, effective 
and economical. The kharif crop which includes rice, cotton and 
sugarcane in a year of deficient or untimely rainfall cannot be 
saved in its full value by artificial water-supply. Perennial 
ii ligation has been provided for the Upper Ganges Valley by a 
net-work of canals, commanding more than two million acres. 


2 The Statesman, October 6, 1927. 
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supplying water throughoiit the year, btft chiefly for the rabi 

A 

crops in the dry season. In the Middle Ganges Valley, it is 
mostly by well-irrigation that the cultivation of rahi crops is 
carried on. The distinctive sub-regions in the Ganges Valley 
present characteristic types of irrigation. The world's largest 
system of canal irrigation exists in the Upper Ganges Valley, 
and the most magnificent system of well-irrigation in the Middle 
Valley; in the delta w'e also have the world’s most marvellous 
natural AcmkI irrig^.dion covering a vast alluvial plain, the most 
thickly populated area on the surface or the earth. In the Bengal 
Delta, the annual flood or flush irrigation during the rainy season, 
wdien the whole country appears to be almost submerged, is the 
main-stay of lice culture. During' the rains a branch delta-channel 
from the main river acts as a channel of inigation. Wlien the 
river is in flood, water from the river ])as8(\s into these khals or 
streamlets which wind through rice-fields in the intciioi' of the 
country. After the rains, the current is reversed and we find 
water from the interior of the country pouring through the 
different tributaries and streams into the main river. The khals, 
indeed, then act as the discharge channels through which the 
immense volume of water contained by the spill basins during the 
flood season eventually jiasses into the river, afier having deposited 
its silt and fertilised the land. As this huge volume of spill- 
Avater escapes, tremendous scouring is produced in every khal or 
discharge channel through which ii passes, flushing them out in 
a very effective manner. When the flood is very low, on the other 
hand, the khals become partly silted up as a result of it. 

Under natural conditions, a deltaic river system, says an 
unpublished repoii:, performs a double function. During low water 
the Ms, khals and the central channel serve the purposef^ of 
drainage, caiTying off water from the depressed land surfaces of 
the lateral river basins ; but in the flood season the water-courses 
cease to be drains, and entirely reverse their action, taking on at 
this time the character of irrigation channels. It is to this (system 
of natural indgation that active deltas owe their fertility. But 

6 
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this fact has attracted little attention in Bengal, so that the 
importance of maintaining free river spill from the point of view 
of agriculture has been almost entirely overlooked. Moreover, 
the other important function of the river spill in the delta to 
provide for the natural scouring out of water-channels has almost 
escaped notice, with the result that irretrievable damage has been 
done to the rivers in many parts of the delta owing to the restric- 
tion of free river spill as a direct consequence of the construction 
of thousands of miles of embankments. These embankments have 
been designed either for the controlling of the rivers or for the 
purposes of railways and roads, but whatever their object, their 
effect has been the same, namely, in the first place, preventing the 
flood-irrigation which formerly enriched the land and kept it free 
from malaria, and in the second place, disorganising the natural 
system of flushing or scour, which is essential to delta channels 
if they are to remain open. As a direct result of these embank- 
ments, the soil of many districts has become impoverished, harvests 
have diminished and malaria has increased; moreover, silt and 
sand have accumulated in the beds of many of the rivers to such 
an extent that they have ceased to be active streams.^ 


Delta aiici Rural Density. 

Thus the agriculture of the delta is far dift’erent from that of 
the middle and western portions of the Ganges Valley. Crops, 
farming practices and irrigation here, all are dominated by the 
wet climate, moist soil and annual flush alternating with flood, 
associated w^ith the delta-building functions of the larger rivers. 
The population-density, which always and everywhere oonesponds 
t<f the proportion of twice-cropped to net-cropped area, is condi- 
tioned mainly by the state of the local river system w^hich provides 
natural irrigation, to which the active delta owes both its hea^lth 
and productiveness. 


3 Malaria and Agriculture in Bengal by C. A. Bentley. 



AGRICULTURAL CONTRASTS IN THE BENGAL DELTA 35 



Percentage 
of area 
cultivated 
to total 
land area* 

Percentage 
of area 
cultivated to 
total cultur- 
able area. 

Percentage 
of twice- 
cropped 
area to net- 
cropped 
area. 

Mean density per 
square mile. 

Deltaic Diairich^ 





Tippera 

80 

97 


1,027 



138* 



Dacca 

77 

92 

35 

1,351 

Bakarganj 

70 

85 

I 

15 

1,061 



113* 



Faridpiir 

80 

92 


1,198 



133* 



Kajahahi 

75 

88 





118* 








Noakhali 

77 

93 

... 

1,683 



150* 



Non-deltaic Districts* 





kJidnapore ... ... | 

66 

74 

n 

638 

Birbhum 

72 

80 

2 

638 


The fig^ures marked with an asterisk represent the total of the 
precentages of cultivated area' found to bear summer^ winter, 
spring and misce*llaneous crops.^ 


4 The data used for this derived from the District Settlement Reports. 




Percentage of cultivated area (excluding 
Rainfall in inches. orchards and gardens) found 
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Bankura ... I 689 | 7 5 I 117 19‘2 
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It should be pointed out in this connection that the eaily 
rainMl in Bengal is due to hot-weather storms, or ‘ nor-westers ' 
as they are locally called Such storms are due to the interaction 
between the damp sea winds and the dry winds from the interior 
in Bengal and Assam, supplemented by the action of the hills in 
giving rise to vigorous forced ascent. Eastern Bengal and Assam 
enjoy the largest amount of vsuch rainfall due to ‘ nor-westers,' 
though it must be remembered that these sometimes develop into 
tornadoes, which cause great destruction of life and property. 
The following table gives the distribution of early ^ainfrll month 
by month in Bengal and Assam : 



Normal rainfall in inches. 


March. 

April. 

May, 

East Bengal 

2-31 

4*24 

10'45 

North Bengal 

V2i] 

307 

lOfio 

Assam-Surma 

7*75 

13*42 

18 00 

Assam Valley 

3*56 

8 00 

12*03 


Rainfall ami Rice Varieties. 

Among the crops it is the two most important varieties of rice, 
namely, the summer rice (avs) and winter rice (aman), which are 
the best index of agideultural prosperity and density. It is for 
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this reason that the rainfall in the months from March to May 
and again for September and October rather thap the total annual 
rainfall, which determines the fortunes of agriculture. Now in 
districts which enjoy an abundant rainfall, both early and late, 
can grow both summer as well as winter crops. Thus there is to 
be found a correspondence between Early and Late Rainfall and 
Rural Density. 

Aus paddy grows on relatively high land and requires the 
least supply of water among the Bengal varieties of rice. 
Generally speaking, it yields, however, the least outturn and 
coarsest grain. Aman^ on the other hand, yields the finest grain, 
but requires abundant water-supply. The percentage of area 
(ie voted to aus is much greater in West Bengal than in East 
Bengal. On the other hand, the agricultural security, and 
generally the rural density, in Bengal, increases with an increase 
in the percentage of aman. The aman crop grows on low-lying 
lands, generally clayey, and is par excellence the crop of the 
submerged delta. Thus the densely populated districts of Eastern 
Bengal devote 60 — 90 per cent of their net cropped area to this 
aman crop. 

The aus, as we have seen, grows on high lands with a sandy 
soil, which are above inundation level and requires much less water 
than most of the varieties of paddy. At the same time it is more 
dependent on the season and requires more attention in its cultiva- 
tion. The usual time for sowing aus paddy is the latter half of 
May. Its dominance in Western Bengal districts is due to the 
moribund nature of its rivers and the absence of floods due to the 
building of embankments. In Eastern Bengal the inundation of 
the two river systems, which makes the country one vast sheet of 
water, restricts aus cultivation and is responsible for the predomin- 
ance of the aman. The relative insignificance of aus in the 
Eastern Bengal districts is further emphasised by its supersession 
in the high lands by a money-crop — ^jute, which cannot be grown as 
successfully in the West Bengal districts for lack of sufficient 
rainfall, 
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COMPARATIVE TABLE OP MONTHLY RAINFALL OF THE EASTERN 
AND WESTERN BENGAL DISTRICTS 



Midnn- 

pore 

(528) 

Nadia 

(535) 

Jessorc 

(693) 

Bakar- 

ganj 

(762) 

Paridpur 

(949) 

Dacca 

(1,148) 



Ins. 

Ins 

Ins. 

Ins* 

Ins. 

Ins. 

March 


1-64 

182 

2*11 

2 22 

2D3 

2*63 

April 


r87 

2*66 

3*6^ 

4 78 

4 72 

6*36 

May 


609 

3*87 

S08 

9*20 

V04 

9 76 

June 


10*04 

10 66 

1*2 67 

1633 

18 36 

13*66 

July 


11*89 

193*2 

12 20 

16 60 

11*40 

12*84 

August ••• 


11*91 

16*67 

15*94 

13 u2 

14*08 

13 14 

September 


8*62 

8*03 

8*55 

11*16 

9*29 

9*76 

October 


8*87 

4-38 

4*89 

6 26 

4 74 

4*6 

Rest of the year 


... 

... 

... 

... 

... 


Total for the year 

58 

66*4 

66*03 

82-31 

71 72 

74 


COMPARATIVE TABLE SHOWING PERCENTAGES OP NET 
CULTIVATED AREA UNDER RICE 


Aman Rice 

7713 

14 

1 64 

00 

72*1 

66*1 

Au8 Rice 

13*31 

66 

1 32 

8*8 

22-1 

16*1 

Boro Rice 

*87 

•07 

1 

1 2 

•3 

1*1 

9 

i 

Total ... j 

913 

8007 

1 

1 

88 1 

33 8 

95 3 

r— . 

78*1 


Tho Prwioininaiioe of Aman in the Lower Delta. 

The dominance of the aman in Eastern Bengal implies less 
dependence upon local rainfall and more Upon the rise of the 
rivers, lire amount of the local rainfall during the early grow- 
ing season (March to May), however, directly influences the out 
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crop areas both in East and in West Bengal. This is shown by 
the following table : 



Karly monsoon 
rainfall 

(March to May). 

Percentage of 
au8 to net 
cropped area. 

Order according 
to the per- 
centage of au8. 

Noakhali (mainland) 

1906 

45 

2 

Mymcnsingh 

17 96 

64 

1 

Tipiiora 

17*84 

44 

3 

Dacca 

17*6 

27 

6 

Faridpur 

14-66 

36 

4 

tiessorti 

140 

30’52 

5 

l^akargaiij ... 

13*46 

12 

'7 


On the other hand the amount of the early rainfall does not 
bear sindi close relation to the percentage of arnan area. Drought 
does not affect the crop of the lower delta to the same extent as in 
Central or Western Bengal. The soil in many tracts retains a 
considerable quantity of moisture long after the rains have ceased, 
j^n early rainfall, however, is needed for both tlie amnn and aus 
paddy as well as for the jute crop in order that the land might 
be prepared and the crop can grow properly at the first stage. 
When once the aman has got a stait, and the land in which it 
grows is inundated, the crop becomes almost independent of the 
local rainfall. The <;orr;-paddy is grown by the sides of jhils and 
on the edges of tidal rivers and creeks, and is either ai-tificially 
iirigated, or is watered evei*y time the tidal current comes. The 
stale of things most injurious to crops in the delta would be a 
want of rain in the early months of March and April (Chaitra^* 
Baisakh) followed by an early rise of the rivers, for then the sow- 
ing of ans and aman paddy as well as jute would be delayed and 
the late crop destroyed by the inundation water. ^ Thus floods 

5 A. C. Sen : Heport of the System of Agriculture and Agricultural Stlitiaties 
of the Dacca District. 
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are at oiica the -support and the ruin of paddy. In a larg^ part 
of the delta it is even somewhat diffieult to classify paddy in the 
marshes as belonging to any agricultural season. Much of the 
amaih rice might be classed as mis and some of the aus as horo^ 
as the dates for sowing and reaping are dependent upon the leveil 
of the water which is convenient at very different periods of the 
3' ear at different points in the fringe. The agricultural seasons 
also are far less differentiated in Eastern liengal than in the 
west, as agriculture depends more upon ihe duration as well as 
tlie height of the flood than upon local rainfall. 

Some inverse correspondenc? is disceinible between a small 
early rainfall (March to May) and die area under amin\ 



Early monsoon 
rainfaU ( March 
to May). 

Percentage of 
aman to not 
cropped area. 

Order according 
to percentage 
of aman 

Bakargaiij.*. 

13-45 

oa 

1 

Faridpur 

I4fi5 

72 

H 

Tippera 

17 84 

74 

2 

Mymen'singh 

17 90 

53 

4 


Generally speaking, however, the above correspondence can- 
not generally hold good in the case of the deltaic tract where the 
niin is never deficient or uncertain and the flood is always ayail- 
able to ensure the success of nman cultivation. 

It is significant that the eaily monsoon rain or even the total 
amount of rainfall bears no relation to the double-cropped area 
in the deltaic tract. Both the percentage of aman to the net cul- 
tivated area as well as the proportion of the cultivated area which 
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bears two or av'cn more crops increases as we proceed along the 
two riveV systems heart and heart the delta. This is shown by the 
following table: 



Early rain. 

Total rainfall. 

Percentage of 
gross culti- 
vated area 
which is irri- 
gated. 

Double crop- 
ped area. 

Per centage 
of aman* 

Density. 



Moribund Delia. 




Mursliidubad 

798 

64*99 i 

1 

14*6 

1 

15*2 

... 

696 

Nadia 

11*37 

65*11 

*1 

24*05 

... 

636 

Hooghly 

9*88 

67*42 

26*2 

2*6 

... 

909 

PabDa 

11 ’93 

69-43 

... 

14*0 

120 

828 

Bogra 

1201 

66*29 

... 

32-7 

... 

760 

Hajsbabi 

8’36 

66 80 

•9 

1 13-23 

29 

669 



Upper Portion of the Delta. 



Dacca 

17*5 

74*72 

1 

201 

41 

1,148 

Mymensingb 

17*96 

88-11 

41 

26-2 

63 

776 

Farid pur 

14*66 

72-79 

... 

14*8 

72 

949 

Tixjpera ... 

1784 

8192 

•• 

40*2 

74 

1,072 


Lower Portion of the Delta, 



Noakhali 

19*06 

113-80 

... 

31-9 

90 

972 

Bakarganj 

13*46 

8929 

... 

14*7 

96 

762 

Kbulna 

12-28 

71-83 

1 

... 

116 

... 

307 


Signifloance of Sufimer and Winter Rice. 

Nothing can show better than the above table the importance 
of flood-water in the agricultural economy of the Bengal Delta. 
We see from the above figures that the nearer we go towards the 
Bay where the rivers are most active in building the delta, the 
greater the percentage of aman. The disparity of the percentages 
of double-cropped area between the districts in the Dacca Division 
is due to the fact that as yet no pressure of population has been 
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felt in the lower deltaic tract, which is as yet lees developed; a 
district like Dacca or Myineusingh has reached high percentages 
of double-cropped area because of high population density, but 
these figures the districts in the low’er reaches will sooner or later 
outreach as the population presses upon resources. Boro (spring 
rice) is a hardy crop which is cultivated along the edges of jhils, 
lhals or streamlets and in soft marshy lands. Now, boro gives 
usually a heavy outturn, and is most commonly grown along the 
banks and in the chars of tJie active rivers, as well as in the 
swamps of Eastern Bengal wliich occupy a large portion of the 
total area. The dominance of amuti and ioio explains the fact 
that at present the outturn of rice in the fertile swamps of the 
active delta is half as much again as in the other parts of Bengal. 
(>n the other hand, in the rioribund delta, ihe aus paddy which can 
grow on less amount of water-supply tends to replace aamti. It 
has l)een estimated that between 190() and 1920 the nonnail area 
under ans has increased by 10 per cent in Jessore and by 50 per 
cent in Nadia disirici. Nothing can show belter the effect of the 
change from active to moribund deltaic conditions. It is also 
significant that in the less recent alluvial tracts of Dacca and 
Earidpur, which do not enjoy tlm advantages of an annual in- 
gress and egress of flood water as the more recent ones do, 
is more prevalent, and when ammt is grown, it is ordinarily much 
poorer and only becomes good when inundations come and are 
widespread. 

Jute can be grown in almost any type of soil wliich has the 
necessary depth as well as sutiicient water to keep the soil moist. 
A sw^ampy soil and an excessively damp atmosphere are not neces- 
saiy for its successful growTh. In fact tlie finest jute in Dacca is 
grown on land which never goes under whaler. Jute grown on a 
higher level produces a superior fibre to that cultivated in low- 
lying areas. Thus, jute thrivcvs well in most parts of Bengal, 
but best of all in the rich alluvial areas in Eastern Bengal, for 
it is an exhausting crop on soil not benefited by inundation silt. 
On high lands, which are never submerged, it is necessary to 
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iuanuie for each crop of jule. The distribution of jute is as 
follows : 


Eastern lieiigal 
Northern Bengal 
Central Bengal 
Western Bengal 


64 per cent. 


26 

8 




>> 


2 


99 


Some of the world’s highest records of ruial density have been 
readied in Easteiii Bengal as a result of the dominance of aman 
and jute along the tracts bordering the mighty rivers. The per- 
centages of both these crops are mu(‘h lower in Central and West- 
ern Bengal where the delta has ceased to be active. 



VILLAGE DEBT SETTLEMENT 


A NEW ACCOUNT OF ELUHINSTONF/l^ VOIACA IN THE TERRITORIES 
CONQUERED FROM THE FESHWA IN 1817 

Cornpilsd from U npvhlished Docuincms in ilu* Poo'aa 
Res i (le Hfuf Rcc* ‘ rds 

BY 

H. George Fran: is 

As an administrator it is generally conceded that Mounisiuart 
Elphlnstone was one of the most capable and successful British 
officials with whem lay the destiny of India after its final conquest. 
His minute on the condition of the territories conquered from the 
Peshwas is admittedly a classic as far as historical material is 
concerned, although through all the yeais there has up to now been 
no attempt either to discover or to give further attention to the 
detailed information on which he based that minute. Nor has a 
serious attempt been made by any modern historian to trace out 
the way in which Elphinstone’s policy as first Commissioner of 
the Deccan was administratively based on the results of his 
detailed iin^estigations, by means of a questionnaire consisting of 
209 queries, into the judicial and civil administialion as it existed 
throughout the Peshwa’s tenutories. Yet Elphinstone w^as any- 
thing but an iconoclast. The lecently-discrovered letters outlining 
both the primary and secondary phases of his administration — ^the 
settling of which was placed almost entirely in his hands — reveal 
a remai^kable desire and determination to follow as closely as 
possible the systems and methods in use at the time of the conquest, 
and to cultivate a similar desire amongst his coilleagues. His 
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circular letters to the first five Collectors he appointed literally 
breathe 'sympathy for and friendliness to the people who were to 
have a new Government forced upon them; and there was not 
one detail of their needs or problems which Mountstuart Elphin- 
stone overilooked. This theme is in itseilf one which will repay 
the closest study, and it can safely be said that Elphinstone^s 
system of ‘‘ Reforms ’’ which superseded a Swaraj which had 
degenerated into aiiyihing but a happy and efficient fonn of 
Government will provide the modern student of Politics, parti- 
cularly in Western India, with a vast amount of useful material 
to think of. This is not the place to elaborate this theme, but the 
foregoing remarks will serve perhaps as a background to the 
following summary, compiled from original letters and reports of 
Elphinstone’s successor as Commissioner, of the way in which they 
tackled one of the greatest economic problems whi(‘.h confronted 
them. In his classic minute on the conquered territories, 
Elphinstoiie alluded very strongdy to the subject of the village 
debts contracted during the Peshwa’s administration, and when 
the general administration under the nevr Government had settled 
down, Elphinstoiie and Chaplin (his successor as Commissioner) 
drew up a very comprehensive scheme by wliicli the Collectors in 
charge of all tlie five districts into which the Peshwa’s country 
had been divided (Poona, Ahmednagar, Satara, Khandesh, and 
Dharwar) could adopt a uniform system of dealing with the 
lu’oblem. The scheme itself was officially outlined on March 21, 
1820, and will serve, with u general picture of the existent village 
conditions, as a valuable study in debt conversion and rural 
economics. 

Probably because of its intricacy and delicacy, this very 
important question which is so intimately connected with the 
future dispensation of justice and with the prosperity of the 
moneyed interest as well as of the cultivating classes,” was the last 
great problem to be discussed and decided. Almost every village 
throughout the Mahratta country,” the oflScial reports stated, 
“ is involved in debts, which have arisen either out of the 
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improvidence and extravagance of the village managers, or (what 
is more commonly the case) out of the exactions of the officers of 
the late Government. These debts are contracted with 

Sahookars (shroffs), or others composing the moneyed interest, 
and they were usually paid by extra assessments upon the 
villages, which were imposed under the various denominations 
of Khureh Puttee or Noogsan Puttee, or under the more general 
and indefinite head oi Sadirwarid o^ contingent charges.'^ Even 
in the light of the detailed investigations undertaken by local 
officers at that time, it was found impossible io give even a rough 
estimate of ihe total of the village debts, but a^-i they were 
admittedly extremely general '^.nd from the abuses of the 
farming system had been going on accumulating Tinder a ruinous 
system of usurious interest for a long si ries jf years, the official 
calculation was that if the total could he definitely ascertained, 
it would probably be found to exceed the moans of the country 
to discharge it.*^ 

When the Government of the country was changed, the 
practice of making extra levies upon villages beyond the amount 
of the fixed assessment was slopped, which meant that the fund 
by which the public debts had previously from time to time been 
partially discharged became exhausted and closed, and the 
village creditors found that they no longer possessed the means of 
compelling the performance of engagements which, to a certain 
extent at least, were considered valid by ihe old Government.” 
The question of debt-settlement, therefore, quickly became one 
of ihe greatest worries of the Collectors’ work, and for a time 
there was considerable embarrassment amongst them how to 
avoid the denial of justice on the one hand if the claims of the 
creditors were without a hearing indiscriminaielv rejected ; and 
the ruin of the ryots and the certain immediate defalcation of 
revenue on the other hand if they were admitted.” The immediate 
result of such a delicate dilemma was that all suits of that nature 
were suspended until the Commissioner devised a remedy which 
would not only satisfy the majority of those concerned but which 
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would restore some stability to credit which had beeu severely 
shaken ’by the refusal to decree upon such financial matters. 

GBEAT CAUTION NEEDED. 

It was obvious then, and must be equally obvious now that 
such a question which involved a number of combinations could 
not be reduced to a single general rule. ‘‘ The utmost caution, 
loo, is requisite,’’ said the Commissioner, “ lest in our desire to 
afford redress to one class of our subjects, we do not materially 
trespass \ipon the rights of another, and at the same time 
sacrifice the just interests of Goveniment by any injudicious re- 
gulation wliich, by ordaining the validity in general of claims of 
this description, might virtually he equivalent to discharging 
them from the public exche<j[uer. Many of these debts are un- 
questionably founded on collusive agreements by which bankers 
have become established public creditors, although no part of the 
loan ever reached the public treasury. Many are founded on 
forced contributions, and in a plurality of cases have their origin 
iu arbitrary impositions levied from the ryots beyond his ability 
to pay. In all, they may be considered anticipations of the future 
years’ rents, the only fund from which the ryots can ever discharge 
them. It must be admitted, however, that a large proportion of 
them are hona-fide engagements, and as the late Government con- 
sidered them binding, the obvious princiides of justice prescribe 
that the Dritish Government should consider its faith equally 
I)ledged to ensure as far as possible their fulfilments. Indeed, it 
may be questioned, whether the deliberate abrogation of such con- 
tracts would be attended with any eventual benefit to the culti- 
vating classes*, for though it might afford tlicm temporary relief, 
yet it would probably, l^y destroying their confidence, have the 
baneful effect of obstructing the future channels of credit and by 
that means occasion a stagnation both of commerce and agri- 
culture.” 

An apparently easy solution would, of course, have been for 
the Government to have accepted the responsibility of the village 
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debts as part of their herita^^e from the Peshwas, to have dis- 
charged the debts from public funds, and thus have ^iven all 
concerned a clean start. But it is equally clear that apai*t from 
the financial magnitude of such an undertaking, the intricate 
and perplexing investigation which would have been required to 
substantiate eac h claim constituted an immediate objection to such 
a solution. Yet to leave things as they were without allowing 
the heads of villages to resort to the extra as^^essments and without 
restoring the powers of fugaza (or coercion) formerly in the hands 
of creditors would be virtually equivalent to annulling the claims, 
a procedure which might reasonably be considtiied an act of in- 
justice unworthy of the liberalitv of the British Government.’’ 
The restoration of the arbitrary practices was at once ruled out, 
as it would subject the ryots a.s a bo^ly ‘‘ to 7ran;y ot the oppressions 
from which they have been delivered, and as individuals to the 
caprice and tyranny rf every exasperated or avaricious creditor, 
rvhilst a middle course would have permitted the creditors to 
harass the ryots without ever procuring full payment to himself, 
whilst the industry of the ryot would be cliecked by the feeling 
that the fruits of his labour were not his own.” 

From this general outline ot the situation, it is obvious that 
the administrators of 1820 were faced with a pretty puzzle, and it 
w'ould be decidedly interesting if our present-day economists were 
asked to put forward schemes of solution and then a comparison 
made with the vsolution as evolved by Elph instone and Chaplin. 

To quote the official decision : “ The only course appears 

to be to leave these questions to the ordinary courts of justice, to 
be decided upon their respective merits. This is certainly objec- 
tionable inasmuch as it wull be likely to promote a spirit of 
litigation and to clog our judicial tribunals with a number of suits 
which from their intricacy it may be difficult to bring to .a final 
adjustment. A previous general investigation into the nature and 
extent of these debts might be useful in facilitating judicial 
decisions, but it would probably have the effect of reviving endless 
claims which arc now dormant or obsolete and which the creditors 
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themselves have already written off as a loss, which might naturally 
be expected to arise out of a revolution like that which has 
subverted the old Goveinment. The danger, however, of embarras- 
sing our courts with a multitude of these causes and the diflS-culties 
of deriding upon them will be greatly obviated by a general 
classification of the debts under different heads by previously 
determining wliich of ihem shall or shall not be deemed actionable, 
and with wliom the responsibility of liquidating them shall rest. 
Where there is great fraud in the transaction, it must be set aside, 
and where the debts are really due, ail usurious accumulation of 
interest of course will be deducted. This of course refers only to 
village debts, althougli these however' are often distril)uted in 
detail amongst the lyois and are therefore not easily distinguished 
from private debts. Those which are really private individual 
debts should undoubtedly be left to the ordinary tribunals with 
such limitations as to time and interest as may be deemed 
equitable.^’ 

It might at this stage help this study if ^ve made a brief 
reference to the rates of interest which prevailed in the Peshwa^s 
territory at the time of this attempt to settle the village debts, 
^nd also io the way in which loan transactions were conducted. 
On this point an official report says: “ The rates of interest in 
the territories composing the late conquests, and probably Ihrough- 
out Asia, are always fluctuating and variable, partly in proportion 
to the redundancy of money in the market and partly to the risk 
incurred by the lender. There never existed any uniformity, 
established by any legal restrictions, as to the amount of interest, 
this being for the most part in a ratio to the security or insecurity 
cf the transaction, and with reference to the respectability of the 
borrower. The medium rates where the security is unexception- 
able are extremely high compared with those of Europe. There 
the profits of trade are low and the rate of interest keeps on the 
same level, results which proceed from the variety and extent of 
mercantile dealings which give rise to a class of opulent money- 
lenders whose competition to supply the wants of less substantial 
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speculators reduces the hire of money to its natural limits. The 
same principle, with respect to the connection between low pmfits 
and low interests, operates in India, where we a<;cordingly find 
a correspondence between the high profits of trade and the high 
rate of interest.’^ 

INTEREST RATES A CENTURY AGO 

Eiom statistics co be found here and there in the Residency 
Records and from the official reports of the Commissioner, it is 
now possible to give some definite information about the general 
rates of interest on money transactions more than a century ago, 
in 1820' 

Rankers with whom deposits of cash were entrusted, payable 
cithei on demand or at short notice, allowed an interest of from 
3 per cent to 6 i)er cent per annum, whilst on loans between bankers 
tLenisel>^es the usual rate was from C to per cent. Petty 
traders who borroTved from regular bankeis paid an interest which 
varied ac^cordinc* to circumstances from 12 to 24 per cent, whilst 
persons who had no fixed employment and agriculturists could 
seldom raise money at less than 24 per (‘.ent, a rate which, howevei', 
otten rose to 48 per cent. As a general rule, however, the 
cultivating classes ])aid between 24 and 30 per cent for their loans. 

Rut regular bankeis were not the onlly loaners of money, for 
there was in addition a of petty moneylenders who frequented 
the weekly markets, particularly in the Southern Mahratta counti'y 
who arc described by Mr. Chaplin as ‘‘ the gieatest usurers of aJll 
the jol)bers.^’ The dealings of these men, who were known as 
‘‘ Warkars,” were, however, confincKl to the most necessitous classes, 
and the hazard they ran of losing their capital altogether made 
the Commissioner incline to the view that they were justified 
jierhaps in the exorbitancy of their transactions.’^ Their loans 
seldom exceeded half a rupee, although in exceptional cases the 
borrower was allowed Rs. 30. With such dealers the rate of 
interest was commonly one pice per rupee payable weekly, which 
works out to an annual interest of 120 per cent. In some places 
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even that rate was exceeded, the interest being one pice per week 
upon a loan of 16 pice — which gives an annual profit to the lender 
of 800 per cent. The loans were invariably adjusted on the eighth 
day, the circumstances of the debtors rendering any longer credit 
too hazardous. 

Another species of loan was also common amongst ryots who 
borrowed money from Sahookars (soirc(irs) for tlie payment of their 
Jiists (or annual duos) at a discount of 25 ])cr cent, the borrowers 
engaging to repay the full amount upon the gathering-in of 
tlmir crops. These loans were usually taken up about three months 
before the crops arrived at maturity, whilst in many districts 
additional money was also borrowed a fortnight or three weeks 
before harvest on an engagement to repay it at the future selling 
price of grain with the addition of from two to four seers of grain 
for each rupee borrowed. 

Besides interest, there was frecpiently a premium paid for 
loans equal to from 2 to 4 per cent, the rate fluctuating in propor- 
tion to the necessity as well as the character and standing of the 
borrower. 

On loans of gjain, borrowed during that part of the year 
vrheii prices weie generally highest, and payable in kind at harvest 
time, an additional return per candy of fro-m | to J or even a 
whole candy was frequently exacted. The period of such loans 
seldom exceeded seven months, which means that the interest was 
immoderately high, but it should also be Ixirne in mind that ‘‘ the 
frequent failure of the ryots, either partially or entirely, to fulfil 
their engagements renders the hazard of such loans very consider- 
able,’’ and was largely responsible for the apparent exorbitancy of 
the creditors. 

On purchases of cloth upon credit no direct interest was 
charged, althougli (as in the general case with credit transactions 
in modern retail business) the seller usually raised the price of 
the article in proportion to the risk and to the extent of the period 
during which he was likely to remain without his money. A 
similar procedure was adopted in the sale of cattle. 
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Regarding proofs of sucL transactions, it is interesting to 
note that whilst in some cases either bonds were taken or the 
loan entered and witnessed in the bankers* ledgers, there were 
many cases in which the business was entirely a verbal affair, 
sometimes supported by witnesses and sometimes without any 
corroborating evidence whatsoever, similar to the practice amongst 
the Bhils in Khandesh today. Should any dispute occur in 
settlement, the transaction was always referred to a panchayet who 
decided upon it according to its merit without considering (as was 
and is usually the case in British courts) the existence of promissory 
notes, bonds, or vouchers apparently indispensable to prove the 
debt. 

It is now obvious that with loans dividing themselves into 
such clear-cut sections, it was comparatively easy for the 
Commissioner, in drawing up his scheme of settlement, to classify 
the most common forms of debt which were likely to constitute 
the principal foims of dispute and litigation, and it is especially 
interesting to note that in such classification the Commissioner 
first outlined the practice obseiwed by the Peshwa*s Government 
and then commented on the practicability or otherwise of its 
continuance. 

The first and chief class is that of village debts, or debts 
due from Mookuddims. The term Mookuddim, as it is gemerally 
used, applies to the heads of villages, including only ih(‘ Isolds 
and Kurnums. With reference, howevni*, to village debts, it often 
includes one or more principal ryots, and occasionally even the 
whole of the ryots of a village, who sometimes enter into bonds 
to discharge such loans. But whether the contract is by bond, 
on account, or merely verbal, all such debts aii; denominated 
village debts. As under the Peshwa’s system the periods at which 
the fiist hisU are payable precede the time of reaping the harvest, 
it became necessary for the Mookuddims to make aiTangements 
for liquidating these demands without compelling the ryots either 
to mortgage their crops or to raise money at a disadvantage upon 
their own individual credit. The Potels, Kurnums, and perhaps 
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a few of the principal cultivators accordingly having pledged their 
individual security, the Sahookar paid the revenue to the 
Government ollicers agreeably to the fixed instalments. Many 
such debts contracted during the late Government are now due 
fiom villages to Sahookars, and the heads of villages, when called 
upon to pay, acknowledge the justness of the demands but state 
that they have no means of discharging them except by resorting 
to the old practice of levying an extra imposition upon the ryots 
whi(‘h, being of course incompatible with the rules now established 
restraining such extra contributions, renders the balances now 
irrecoverable. ’ ’ 

“ With regard to hotm-fide loans of this nature,’^ continues 
the official order, there is no doubt that where the Mookuddims 
have entered into the engagement without consent of or communi- 
cation with the ryots, they alone, according to the practice of the 
country, are individually responsil)le for their payment to the 
extent of their means. The instances in which they have given 
tlieir individual security will be fouiid very common, and as in 
niosl cases they undertook to bear the profits and loss of the 
village, whether the actual collections of the village exceeded or 
fell short of the junDiuiJnuidi fixed by the viamlatAkirs^ they alone 
would appear to be justly answerable for such debts. Any extra 
levies to satisfy su(*li demands, although they often took place 
arbitrarily under the former irregular management, were rather 
(‘onnived at tlian authorised by the late Government, and as it 
is obviously oppressive and certain to occ asion at least a coi ]’(»spond- 
ingloss of revenue, tlic practice cannot now be reverted to. What 
cannot be realised from the Mookuddims must be deemed 
irrecoverable. ’ ’ 

In some villages, debts of this nature have been distributed 
in detail amongst the whole body of the ryots vdiose vouchers 
having been taken, in the names of the Mookuddims, ^ve given 
to the Sahookars their personal bonds for the amount. The 
Sahookars now, of course, claim their balance from the 
Mookuddims. These debts are mostly of old standing and all 
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of them having been contractec^ before the war, many of the ryots 
are now dead, many have been ruined, and some have abseonded 
or removed to other villages. The debts of such ryots obviously 
cannot now be realised and even where they can, the Mookud- 
dims, knowing that complaints of this nature are now eilher not 
received at all or received with great caution, ol)ject to pay any 
part of the demand. As such debts have been (‘ontracted, like 
those mentioned in the foregoing (‘lass, upon tln^ confidence of 
the Mookuddiins* responsibility, they oughi still to be made 
liable, as far as their (drcumstances will admit of it. The 
Mookuddims, on the other hand, according to the ])ractice of tlu^'^ 
country, having the security of the ryot? would in such cases be 
permitted to recover the debts due by each individual, and 
whatever deficiency remains, either fri.m death or failure of 
individuals, to he realised, would he assessable generally on the 
Potels, Kurnums, and such ox the ryots who wore party tO' the 
tioan, {ind for whose general benefit it was contracted. Those 
who may have, subsequent to the transaction, taken up ihidr 
abode in the village, would of course not he answ(>rahle for any 
part of the debt. If the whole of the old inhabitants wore in 
such low circumstances as to preclude the possibility of their 
liquidating it, the Sahookar had to look solely to the Mookuddims 
for payment, and in the event of their being bankrupt, the 
recovery of the money was considered hopeless. The same 
principle may now he applied to the liquidation of sucli demands, 
under such limitations as may be best ( alciilated to prc'vcmt the 
abuses so likely to arise from all extra assessments.’^ 

In a few villages it will be found that the h(‘ads of the 
villages have procured, in the name of the Sahookars, the bonds 
of each ryot for his portion of the aggregate debt. Part of these 
bonds have been discharged and part still re'miain unpaid, and 
the Sahookars now sue for the balance. In sucih cases the 
personal security of each ryot being pled^^ed, they of course and 
not the Mookuddims are liable, and where the death or insolvency 
of individuals is the cause of non-payment, the debt of the 
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Sahookar would have been considered then, and ought now, to 
be deemed irrecoverable.’’ 

“ When Sahookars have taken collateral security for their 
loans, the seciiiity will naturally be held responsible. He will 
of course have his lien upon the Potels, and they upon the ryots, 
under the liiuitatioiis and conditions previously proposed in this 
order.” 


FORCED INTO DEBT 

Such was the disi)osal of what were generally recognised to 

f 

be bonn-jidc village debts; but the types of debts so far dealt 
with were not the only k^gal borrowing transactions with which 
the new administration was called upon to deal. There were also 
the village debts arising out of elands ” or forced contributions 
under various titles such as, ghas (land or forage money; nuzzur 
2Hftfee or impositions for presents; hhasgee puttee^ or the 
7narn1nt(lar\s privy purse; luggnm puttee or assessment for a 
marriage or other ceremony by the public otficers; durbar khurch 
or bribes to the functionaries of iniblic service; and a variety 
of other heads. To satisfy these demands the Sahookars came 
forward and paid the hill for the village after obtaining the 
necessary bonds or vouchers. Such transactions as far as the 
money-dealers were concerned were in most cases unquestionable, 
and it mattered not from their vieur-point (or from the legal 
view-point) whether the exactions which gave rise to them were 
just or unjust. At the same time, a careful enquiry made by 
the Commissioner and his quintette of collectors frequently 
revealed that the bonds were taken by Rahookars who were in 
partnership with the Revenue contractors, and so the Com- 
missioner’s orders were that in all such cases there was to be no 
hesitation in declaring the bonds null and void as having their 
origin in fraud and extortion. But as that was not the case in 
all such debts, many were judged recoverable from the bond- 
holders. In many cases, inability to support torture or fear of 
being reported to headquarters drove the Mookuddims to the 
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Sahookars, and so the Commissioner ordered that under such 
circumstances the money-dealer was much entitled* to re- 
cover his loan as though the transaction had becui completed 
for the legitimate purpose of paying the just dues of the 
Government. 

But even this is not the end of the tale of village debts, for 
many were contracted on the faith of the Mookuddims for 
advances of tuclairee either for the purchase of seed or 

grain or cattle, or for the mere subsistence of the lyots. The 
Mookuddims resist the demands for personal repayment of such 
loans on the pie-a that they were not actual village debts; and in 
such cases the Commissioner ordered that ihe ])rinei])les laid down 
for the other debts should here be applied. 

The next class of debt, as a class, rhieb the orfieial records 
deal with, are those loans contracted oy miimlnidarH from 
Sahookars for their owxi })rivate use and henetit, debts “ into 
which any enquii\v furl her than what may be necessary b) 
ascertain tlieir real character is quite inexj)edient.’' Mnmlafdars, 
it seems, Averc frcquentlv granted lorms on sja'cially cheap terms 
to secure for the Sah(X)ka.r the favour and ])rotec‘tion of the 
viamhitdar,^^ and it is pointed out in the records that from the 
frequent changes and removals of those (officers the r(*covery of 
such debts must always have been extremely prectarious. In fact, 
at this distance of time it Avordd a.ppea.r that the Sahookar looked 
upon such transactions more as presents than loans, even though 
he took where possible the usual precautioiis in the shape of 
corroboratory evidence of the loans. On the apj)roaching removal 
of a viamlatdar, the Sahookar always made a formal demand for 
payment and in many cases in default of it cictually obtained in 
bis own name bonds procured by the m^iml/itd^r\s arbitrary 
authority from the villages in lieu of balances alleged to be due 
by the inhabitants. Such bonds, it seems, were very numeroufl 
and not infrequently were supported by security obtained in the 
same forcible way. The lieads of Aullages naturally objected, when 
the administration changed after the conquest, to liquidating debts 
8 
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which they really had no hand in contracting", and as such bonds 
were in’ a plurality of cases for sums unjustly imposed on the 
villlages under the denomination of some extra ‘ dand/ orders 
were issued by the Commissioner that they should be considered 
entirely invalid. The Sahookars themselves, from whom the 
exactions were made by rnatnlatdurs^ were often indemnified by 
bonds procured in the same tyrannical way, but even such bonds 
as those, adds the official order, “ ought to be deemed of no more 
force than waste paper/’ 

Another kind of bonds, “ equally founded in iniquity,” were 
tliose extorted by the nuimlatdars from the heads of villages in 
lieu of pretended advances to Government for darhar Ihurch 
(bribes) or other purposes. Such bonds were not, however, taken 
ill the rnfnnhitdar\s own name but in that of some Sahookar to 
Avhom they were aftei wards legally transferred, and who naturally 
after the conquest claimed the full amount from the head of the 
village, even though the mamlafdar had had the money and no 
valuable consideration had ever been received for the bonds by 
the village from either the itiamlatdar or the Sahookar. The bonds 
were of course on the face of them as good as any others and were 
often supported by collateral sec'urity; but the Pote*ls in every 
case disclaimed all knowledge of the bond-holder when they were 
presented for payment. Orders were issued by the Commissioner 
in such cases that the British tribunals would have to be especially 
cautious in such cases in admitting the legality of such instru- 
ments, and being aware of the nefarious practices that have 
prevailed under the late Government, will not consider the 
production of such a voucher sufficient evidence of the justice of 
the claims. All such bonds should at once be rejected whenever 
their real character is ascertained.” 

It was also not uncommon under the pre-conquest adminis- 
tration for bankers and other moneyed men to have procured the 
Moamlut of districts in the names of their own agents or Karkums. 
But under the new^ administration such a manipulation was of 
jio purpose, for the orders to the collectors were to the effect that 
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all claims in which SahooLars have been associated in their 
management should be decidedly I’ejected even though supported 
as they frequently are bv the C‘ollateral security of the Mokuddims 
or the ryots themselves.” 

LAND MOETGAGE PROBLEMS 

But money debts were not the only ones for which villages 
were held responsible. Some debts to Sahookars showed that 
Government fields under the '.itle of (/ram nJahtif enama, were 
T.iortgaged, the village agreeing t'» pay the rent of them to 
Government until the whole debt was liquidated when, it was 
stipulated, the land should reverb the Sirkar. The cultivation 
of such fields, howevei*, was as a rule fraudulently coii ealed by 
tlie Kurnums and not enbtod into the public aci^ount, althougli 
there were inptaiices wheie their rents were properly annexed to the 
jitmma, or revenue list. The Sahookar of course quickly sought 
redress which the villagers could not give him, and so after the 
conquest the general rule was at first established that the Sahookar 
should continue to enjov the possession of the land until the debt 
vas liquidated or during his life, but it was shoitly afterwards 
laid down that if the land had been recently acquiied it should be 
relinquished when the proceeds amounted to the sum of the debt 
plus a reasonable interest, and that if the possession was of long 
standing, the receipt of double the amount of the debt would 
cancel it. ^ 

Regarding private debts incurred by the ryots for their 
individual needs, for purchase of seed and cattle, for mere 
subsistence, or for celebrating mamages or funerals, the orders 
of the British Government were that they should take tlu ir regular 
course before the ordinary tribunals, although the Commissioner 
issued orders that where advantage had l>een taken of the urge!»t 
necessities of the ryot to exact more than 24 per cent interest, the 
excess of interest above that sum was to be struck off as being 
usurious and exorbitant ; whilst in cases of immediate disability 
to liquidate a debt, a compromise should be arranged or the loah 
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may he repaid by adequate and practicable instalments. And as 
a regular i^nle it was furtliei decreed iliat “ agreeably to the custom 
of the country,’’ the interest was never to be allowed to exc’eed 
the sum of the principal. Eegarding this latter rule, however, 
it was pointed out that it was frequently evaded by Sahookars 
who, by closing the account periodically and adding the interest 
to the principal, took a new bond for the whole amount. 

'Whenever this fact is established,” runs the order, ‘‘ it will be 
siitficient to decree the payment of such bond without any interest 
that may have subsequently accrued upon it.” 

The Sahookar, however, did more than meielv loan money 
and collect usurious interest. In many parts of the conquered 
territories it was found that the ryots paid the whole of their jents 
iJiiough the Sahookars, a practice described by the (^)mmissioner 
on one occasion as beijig extremely pernicious to the ryot himself 
who, from his ignorance of iu*counts, is for ever involved in his 
banker’s books, and also because it enables the ^^foamluidais, by 
means of this intermediate agency, to commit great abuses with 
a certainty almost of impunity.” It was admitted both by 
Klphinstone and his successor that the evil had grown so widespread 
ae to l)e l)ey()iid the hope of an effectual remedy. Ujider such 
a system the ryot agreed to give uj) the whole of his crop to the 
Sahookar who, though he received it nominally at the curient 
price of the day, always took advantage of the market to overreach 
the ryot to whom upon all advances of casli he charged an interest 
ranging from 12| per cent to 25 per cent. Everything for his 
expenses and disbursement being advanced by the Sahookar, the 
ryot became in course of time, from the accumulation of interest, 
irretrievably involved and at length reduced to (lie condition of 
a menial slave to the Sahookar. This was a problem indeed for 
the new (jovernmeiit to solve, but with his habitual sympathy for 
and belief in many of the country’s own local institutions the 
ordei's passed by the Commissioner were as follows : When suits 

are lueferred for debts of this nature, no tribunal is so capable 
of deciding them as a panchayet, the members of which alone 
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are qualified to judge of the maimei in which such accounts ought 
to be adjusted and tbe dispute compromised/' 

Amongst various ntlier modes of taking advantage of the 
3‘yot’s necessities, wliicli were practised by the bankers, was the 
granting of loans of grain advanced, payable at tlie end of a few 
months with 50 per cent or more in addition, and as such loans 
frequently remained unpaid, ojiportuniiy was taken, when the 
selling price was highest, to exact a bond lor the ]>ecuniary value. 
In such cases a.s that, the Commissioner’s instructions were for 
the collectors to vstrike off all interest on tlic tiansactions which 
exceeded treble the quantity of grain advajic?d, “ it lieing an 
established piinciple that the delivery ol throe times the original 
quantity discbaiges a d(di>t of however long standing.” 

It w’as sometimes agree I tliat the advances ot (*ash were pay- 
able in grain at harvest-time, according to tbe selling prl(*es of 
the period when tl)e advance was made. At tlu' time of leceiving 
the advance a deduction of 25 per cent was made h\ the Sahookar; 
v/hich meant that for eveiy rupee which the ryol engaged to pay, 
y of a rupee only were really loaned. Tliat was, of course, a 
species of gambling speculation, the quantity of grain to be lepaid 
being fixed, whatever alteration may take place in the meautinie 
in the state of the market. In default of i)ayni(*nt in kind, the 
custom of the Pesliwas authorised a chajge of 24 }>er cent interest 
upon the transaction. A custom veiy similar to that was when 
a ryot agreed to pay tlie Sahookar for every rupee advan(*ed a 
rupee’s worth ot grain witli a surplus of foiii- seers in addition. 
In such cases as those, as the borrower was as much a speculator 
a:s the lender, no special oiders were issucnl by the Commissioner. 

Yet another subject of dispute which Avas of frequent 
occurience <ind AAdiich occasioned the nf3W administrative officers 
considerable anxiety Avas the position of ermfmlar.s, “ smdi as 
Desaees, Despandees, Potels, Kurnums and others, Avho had 
mortgaged their lands on which an annual quit-rent was payable 
to Government, the ermmdar still engaging bv pay such rent.” 
In many cases their resources failed, and so the officers of Govern- 
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ment, with a view io securing' the public dues, took the enam into 
their own immediate management. A similar condition was 
produced in the cases of houses subject to professional taxes. The 
orders issued by the Commissioner in such cases as these provided 
for the mortgagee being allowed to hold the land or house, on 
bis engaging io satisfy the Government demands upon them, for 
as long a i)eri<)d as was necessary io discharge the debt with a 
reasonable interest. 

SARDAllS AND THEIR DEBTS 

Ac(‘oidi ng to the Commissioner, wdio seems to have made a 
very careful study of ibc finamdal situaiion in consultation with 
E’lpliinstoiie, “ one of the most difficult questions of debt is that 
v'hich ridates to loans contracted by great Sardars during the late 
Government.’’ Many of these Sardars were, as the result of the 
attitude they took during tlie war, deprived of their lands and of 
the means which they formerly jiossessed of discharging their 
financial obligations. It is evident from the records, however, 
that at time did the hndei^ possess any ceitain means of enforc- 
ing payment, and their position \\as immeasurably worse after 
the coiiquost when the Sardars were less capable than ever of 
]>erforming their engagenients. “ It would be obviously unjust,” 
comment the official records, “ to ])bu*c the (*reditors u])on a better 
footing than they were at the time the transactions occurred, by 
using more sti iciness with the debtors than would have been 
permitted by tlie late Government. Many of these Sardars, 
however, avail tbcmselves of the plea of the change of Government 
to withhold payment altogetlicr, although possessed of the means 
of satisfying the just demand of their creditors for sums lent 
solely for their personal use and benefit, and which, as they have 
now got back their personal jageers, they might unquestionably 
to liquidate. The difficulty, however, will be to distinguish 
personal loans granted in payment of their troops, for which the 
Sardars have become responsible. The latter are, of course, 
ii recoverable, and the hardship upon the bankers is not perhaps 
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very g^reat, considering the ei ormous interest charged upon such 
transactions and the advantages they always derive fronr])aying 
such advances in a depreciated ciuTency/’ 

Regarding the private debts of the Sardars, the Commissioner 
laid it down as a general rule tha( if (lie Sardars were not 
amenable for their discharge to some court of justice or public 
authority under the old regime, Ihen any suits preferied against 
them on such account in llriti><h (‘ou;is must clearly be excluded 
fj'om cognizance, although wJmre the debts were due by Chiefs 
w^hose authority was not indcpciNlcnt, th(‘ suits should cither i)c 
left to take theii own course accoidiiig to the Peshwa’s system of 
iugnzo^ or if that mode of recoveiii.g 'lie balances was cairied to 
ex(‘eptional lengths, reeonise 'a/uhl be lead to i/rfs for ilieir 

adjustment. 


PERTOl) i)Y LIMITATION 

Another phase of the general sul.jecl of debts which came 
in for considerable discussion was the ])eriod that should be fixed 
beyond wliich claims fo] old debts were to be considered inadmis- 
sible. In the older Pritish administration in othei- parts of India 
the courts were prohibited, witli certain exceptions, from trying 
any suit when the cause of action had arisen twelve yeais before 
any process was commenced on accoxint of it. It was obvious, 
remarks the (Commissioner, that ‘‘ so short a limitation of time 
as tAvelve years would certainly not answer for the conquered 
territories. There was ?io regulai administration of justice under 
tlie former Goveinment, and the country for a long couise of 
yeais has lieen in a state of bordering upon anarchy. Each (Chief 
afforded protection to refugee.s from his rival's tenitory, and no 
means in consequence exiued of recoveiing debts ot the most 
indisputable nature. In t])e Southern distiicts the.M* distractions 
were perhaps more frequent than anywhere. In the year 177G 
Ilyder invaded them and carried off to. Seringapatam many of 
the most respectable merchants. The disputes from that period to 
179J continued under the Mysore Government, and though the 
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cotmtry Was tolerably well governed, tbe minds of men were as 
unsettled as the state of affairs, and so a great majority of claixUs 
under former contracts are supposed to have remained suspended. 
During the short period of Purseram Bhow^s administration from 
1792 to 1796 things were beginning to improve, when the death 
of Savaee Madhoo Row in the following year unfortunately brought 
about a. reaction. The Raja of Kolapoor broke into rebellion, 
.which was succeeded by the troubles incident to the incursion of 
Dhoondia-h Mang, whilst the distractions produced by the 
conflicting interests of rival chieftains occasioned the utmost 
confusion- throughout the country. The authority of Bajee Row 
was afterwards but imi)erfecttly established, and when to the evils 
of a feeble government were superadded the abuses of the farming 
system under corrupt Moamlutdars, few debtors conceived it 
necessary to adheie to their engagements, because it was cheaper 
to purchase exemption from tugaza than to satisfy their creditors. 
This system continued up to the war, so that if we endeavour to 
look back to an era when the performance of engagements was at 
all regular, we must seek for it previously to Hyder’s conquest^ — 
a period of 41 years. The opinion of the most respectable and 
intelligent inhabitants as to the limitation of the time for 
admitting suits, is that it ought not to be less than 36 years, or 
three times the number fixed for our older possessions, and that 
even with this extension of the period it is believed that many just 
debts will be excluded from a hearing. But,’’ declared the 
Commissioner, ‘‘ twenty-four years may be assured as suflScient 
to answer the ends of justice, although a more extended period 
must, according to the custom of the countiy, be allowed ^ for 
claims founded on mortgage of wvttuins or other lands, and the 
general feeling is that they ought not to be adjudged obsolete at 
in actionable within less than 70 years. 

POPIJLARISINa THE PANOHATE.TS 
In order to complete his instructions to the district officers 
on the question of debts, the Commissioner issued to them a few 
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hints on the administration of civil justice in so far as it related 
to debt recovery. “ Although it is universally admitted,” ho 
said, " that the system under the late Government was 
excessively defective, yet it is stated as an advantage that people 
could occasionally, through the Sirsoobedars and Moamlutdars 
and Zumeendars and heads of villages, get justice at their own docu's 
without being compelled to proceed to a gieat distance to obtain it. 
It is now a giound of complaint with them that the Moamlutdars 
will not receive their suits, and that they must in the first 
instance proceed to the Huzoor in order to have their cause put 
in the train of adjustment. This occasions expense, trouble, 
and interruption to mercantile pursuits which, it is conceived, 
might he obviated by giving the Moamlutdars power to hear and 
determine of themselves oi bv pnnchayet suits (subject <o appeal) 
for debts not exceeding one hundred rupees, and by allowing, 
without reference to the Iluzoor, the heads of villages or other 
persons of respectability to settle suits for debts to any amount 
by the pnnchayet, piovided both parties m the suit agree to the 
mode of adjustment.” The Commissioner agreed that this method 
of procedure regarding Moamlutdars was certainly liable to be 
abused, but he was of the opinion that the advantages of such a 
system would at least counterbalance the evil of it, and so it 
was ordered that all collectors introduce that method in all 
districts. In oases where the parties concerned were agreeable 
to settlement by pnvchayeU, the orders were that as th# 
Commissioner knew of no prohibition against such a proceeding, 
it might be adopted generally, although the public opinion 
ieemed to be that it would be an assumption of power f<» 
panchayets to undertake such a work without the expreas 
wmction of the ruling authority, all collectors were instructed 
to affix to their cutcherries a proclamation giving MicouragemWitj 
to snch private adjustments by panchayef or arbita^ation. 

Such were the general rules, subject to alteration to suit loeai 
conditions, which were laid down for debt settlement by Mphin- 
stone and his colleague Chaplin; and every student will wndy 



H. OEOKGE FRANKB 


w 

be impressed by carefulness and thoroughness with which they 
were drawn up. Logic and common sense certainly predominated 
over legal dogma, and in every case the desire was to dispense 
personal justice mixed with practical needs. The greatest care 
was taken to prevent the under-dog from being trampled on 
because he was down, whilst the sympathies of the British 
administration were publicly proclaimed to be with the unfortunate 
people who had been made legal debtors through no fault of their 
own and in connection with money which they had never received. 
As an economic study of the common-sense method of tackling 
great financial problems, this policy of Elphinstone and Chaplin 
demands the closest investigation, whilst as a prelude to the task 
of dealing with the Shylocks themselves and reducing their 
exorbitant rates of interest, the policy is worthy of careful note. 
But this latter topic must make another story. 
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Tils Report of the E/oyal Commission oa Agriculture in India 
is <? voluminous on© and it would be futile to attempt to deal with 
the various problems treated therein, in an article or two* We, 
therefore, propose to discuss briefly what the report has to say 
with regard to tn© promotion of the welfare and prosperity of the 
rural population. 

We shall in the first place state in short the condition of the 
rural population as was found by the Commission in their enquiry, 
and then consider their proposals to improve the present state of 
affairs* India is a great sub-continent and one cannot but be 
struck by the apparent diversities it presents. But there are 
certain economic and social conditions which are common to almost 
the whole of India. There are very few large cities or urban 
areas; agriculture is by far the most important industry; the 
typical unit of cultivation is a holding of a few acres ; the financial 
resources of the cultivator are slender. In rural areas, a residcmt 
middle class is almost entirely absent; illiteracy is the rule and 
not, as in Western coimtries, the exception. The Commission 
definitely state that the economic wastage due to disease eannot 
be over-exaggerated. Malaria slays thousands and lowers thye 
economic efficiency of hundreds of thousands; Sanitation, in uny 
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accepted sense of the word, is practically non-existent. The 
soils in* general have reached such a state that they cannot 
deteriorate any fuii;hei, although there aie some tracts whei’e 
erosion and salt efflorescence are throwing hundreds of acres out 
ct cultivation, Theie is too much of fragmentation of land for 
cultivation. The number of cattle maintained at present is 
excessive but this large number is found to be necessary at present 
to make up for their inefficiency. Communication and marketing 
facilities are not quite as they should be. The financing of 
agricultuie is not yet satisfactory and, lastly, there is a growing 
piessure of the population on the soil. 

To improve the welfare and prosperity ot a huge population 
living under the conditions mentioned above is a tremendous task, 
and any improvement that may be proposed is bound to be slow. 
Let us now consider the various suggestions put forth by the 
Commission with a view to promote the piosperity of the agri- 
culturists who form over 73 per cent of the population of India. 

Although the Commission do not make education ot the masses 
a condition precedent to any improvement, yet they recognise fully 
the importance of education. They have some valuable suggestions 
to make. The first of these suggestions is to have for the rural 
population such text-books as deal with everyday objects familiar 
to the pupil and have a rural tone. The object of this is not to 
teach agricultuial methods but to keep the education in tune with 
the suiiounding conditions. This particular aspect of the question 
is not understood by several of our educational authorities, and 
hence they see a limited scope for schools with an agricultural or 
rural bias. Since three-fourths of oui population is rural, nearly 
thieo-fourths of our schools must be with rural bias if they are to 
be of any use in the uplift of our masses. 

The Commission advocate the employment of women teachers 
for small children. For the quick spread of education, they think 
that a definite effort should be made to impart literacy to a certain 
number of young mothers so that they will cei’tainly see that their 
children are educated. Although this is not altogether a new 
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sugrgestion, it is worth while trying to see how far it helps the 
spread of education. In the secondaiy education of the agricul- 
turists^ there are two methods followed at present. One is the 
vocational school and the other is the ordinary rural secondary 
school. The Commission rightly discourage the first, because the 
vocational school cuts off all the ambitions which a young boy 
may entertain for higher education. Rural bias in the secondary 
schools should in no way prove to be an obstacle to highei 
ambitions. In the words of the Punjab Government Circular of 
1923, the aim is to enrich the middle school course in rural 
areas by the inclusion of agricultuial training, and thus to bring 
it more in keeping with the emironmerj of the pupils; and the 
object is to use agriculture as a means of mental discipline and 
training and as an important accessory to the geneiuil subjects 
taught in these schools.’^ 

In improving the sanitation of the rural areas, the Commission 
welcome the establishment of Public Health Departments and 
also welcome private efforts for the supply of medical relief. In 
the expansion of medical facilities^ they suggest the adoption of 
a scheme followed in some provinces, under which a monthly 
subsidy is given to qualified practitioners to induce them to settle 
in rural areas. They also propose training of nurses and midwives 
on a much larger scale than at present, and short com^ses of 10 
days or a fortnight to village women to learn to observe cleanliness 
and non-interference in midwifery cases. Improvement of water- 
supply by removing steps from wells for drinking water,, to have 
bore wells where possible, easy distribution of quinine, cultivation 
of cinchona, etc., are some of their other suggestions. With 
regard to medical help the Commission have altogether lost sight 
of the indigenous systems which successfully coped against several 
diseases in the past, and which are cheaper than the English 
systems. If really useful work is to be done in medical help, we 
cannot afford to neglect the indigenous systems. New knowledge 
must be accepted but the old materia medica need not be changed* 
The need for the study of nutrition is important and deserves 
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'wrieiis cwnsideration at the hands of both the Govenunent and tjie 
people.* 

Education is necessary for knowledge and for progress, 
sanitation is essential for our very existence, but very little 
impiovenieut can be brought about without money. Proper* 
financing is the foundation of the improvement in agriculture, the 
basic industry of the rural population, as in any other industry. 
The Commission point out one great defect in the system of 
accounts of our agriculturists. There is no distinction made 
betu een sums borrowed for productive purposes and those for 
current needs. This, however, has no hope of changing, unless 
it is looked into by those who supply the money. The Commission 
find that the rate of interest charged by the village moneylenders 
is very high and that drives the agriculturists into the grip.s of 
the moneylenders, who slowly swallow their lands. The Commission 
find that the various enactments made in different provinces have, 
to a certain extent, given relief to the agriculturists, but people 
have found out ways to evade some of the legal technicalities. 
Provincial Governments offer help by advancing loans, but the 
private moneylerrder cannot be done away with. The Commission 
agree with the suggestion made by some in their evidence no 
usufructuary mortgage of agricultural land should be pennitted 
by law, unless provision were made for automatic r’cdemption 
within a fixed period of years, of which twenty should be the 
maximum. In their opinion nothing but the co-operative 
movement can drive away the moneylender. The failure of the 
co-operative societies in many places has been due to warrt of proper 
help and strict supervision, and the Commission, therefore, propose 
that there should be a sufficient number of Government staff to 
help the societies and the honorary workers. They also agree with 
the opinion that land mortgage banks could, and should, be 
established under the provisions of the existing Co-operative Acts. 

It must, however, be kept rn mind that whatever the agency 
ue create to finance the agriculturists and howsoever satisfactory 
it may be, it will help only those who can help themselvee. Now 
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the problem is, whether an avei*ag^e Indian cultivator is today in 
a position to help himself. The answer will be an emphatic*** no. * 
The Commission say in one place, “ To a very great extent, the 
cultivator in India labours not for profit, nor for a net return, 
but for subsistence. The crowding of people on the land, the lack 
of alternative means of securing a living, the difficulty of finding 
any avenue of escape and the early age at which a man is burdened 
with dependents, combine to force the cultivator to grow food 
wherever be can and on whatever terms he can.” Under these 
conditions the cultivator can n#^ver pay ba^k even a very small 
sum that he may boriow from any source. The real remedy lies, 
therefore, in providing him with \.ork that will bring in money. 
The cultivator has spare time, and in the opinion of the Commission 
a large majority of cultr^ators have at least from two to four 
months’ absolute leisure during the year. It is, therefore, 
necessary, in the interest of the cultivator and also in the interest 
of the country in general, that this spare time should be properly 
utilised. The Commission have rightly suggested the introduction 
of rural industries. They give a long list of industries which can 
be taken up by the cultivatojs during their leisure time. Many 
more can be added to the list, and people might select any which 
will suit their local conditions. 

All the suggestions discussed above are very valuable, and 
every one of them, if brought into action, will help in improving 
the lot of the poor Indian agriculturists, but the great difficulty 
is, bow to 1)1 ing all the suggestions into action. Government must 
discharge its duties, but people also must be ready to shoulder 
tlieir responsibilities. There is a great need of an agency which 
will direct the cultivators to take the fullest advantage of the 
development departments of Government. The Commission suggest 
that the agency should be a sort of a “ Guide.” In the Gurgoon 
District of the Punjab, sons of cultivators are given a special course 
of training which, in addition to imbping them with a sense of 
the dignity of corporate labour for mutual benefit, is designed to 
familiarise them with the principles of sanitation, elemeutai7 
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uiedi<5^ aid!^ co-aperation, agricultural improvementj^’^and*^to gira 
them some know^ledge of the simpler home industries, in order that 
each man may, when his training is completed, act as guide, 
philosopher, and fiiend to the group of villages to which he is 
posted. In technical matters, his knowledge is meant to enable 
him to diiect the villagers where to go for advice, rather than to 
give that advice himself. This is the type of link which the 
Commission would be glad to see established between the masses 
and the Government depaitments. This agency will be of great 
use in bringing Government departments and the masses inclose 
touch with each other. It will facilitate the working of the 
officials of the Development Depaitments and will enable the 
masses to take the fullest advantage of the help oflrered by 
Government. Unless both the Government and the leaders of the 
public make a serious combined effort to lift up the masses on 
all sides, there will be no progress in the welfare and prosperity 
of the rural population in India. 



THE REPORT OF THE ROYAL COMMISSION ON 
AGRICULTURE: A PUNJAB POINT OF VIEW 

BY 

E. B. Wakefield, I.C.S., 

Punjab. 

There has been launched at the Report of the Royal 
Commission on Agriculture in India a considerable volume of 
harsh criticism ; the harshness we believe to be due to the desire 
to make political capital out of any subject-matter which may 
affect, however remotely, the prestige of Government. Such 
criticism, being avowedly prejudiced, defeats its own ends, and 
any sympathetic criticism which the Report receives, however 
adverse, must be the more convincing. 

The Commissioners, indeed, deserve sympathy. On the one 
hand they have been criticised for delegating so many technical 
questions to others for research : ^ why, if its members were not 
experts, was the Commission ever appointed P’ On the other hand, 
they have been criticised for interfering with too much minuteness 
in purely administrative details. On both counts the Commission 
must be acquitted ; they may not be correct in all their conclusions, 
but in teaching them they have not spared themselves hard Work; 
and the Report bears witness both to the broad view they have 
taken of their task and the scrupulous attention which they have 
paid to important details. 

The first impression that the Report makes is one of hotter 
at the creation of so many more official posts, so much mote 
administrative machinery ; and we wonder how long this si^* 
eccpansion of bureaucracy can ckmtinue before an eotplosion tak# 
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plac0. Wo look at each proposed addition separately; and on its 
indiyidual merits we applaud it. But the cumulative effect is 
overwhelming; and our consolation is that it will be a long time 
before sufficient funds are available to make all the eacecutive 
machinery contemplated by the Commission to be established. 
There is the further eonsolalion that it is the more important 
proposals, particularity those connected with the formation of a 
Council of Agricultuial Research, which will be the first to be 
carried out. 

The Commission has not, however, fallen into the eiror of 
supposing that the necessaiy changes can only be brought about 
by official agency. On the contrary, it emphasizes continually 
the truth — ^it is nearly a platitude — ^that in the hands of the 
cultivator rests the fate of the cultivator. A wider outlook, an 
increased responsiveness to new ideas, an expanded sense of 
responsibility, all these qualities in the cultivator are essential if 
the work of research scientists is to bear fruit. If there were not 
signs of a growing wiHingness to learn on the part of the 
cultivator, all the apparatus of research laboratories, demonstra- 
tion farms and agricultural colleges would involve an utterly 
unjustifiable burden on the country's revenue. In the Punjab 
there is certainly less opposition to what is new, merely because 
it is new, than there has been in the past. Statistics showing the 
amount of American cotton grown in the province are indisputable 
proof of this. But there lemains the task of creating the channel 
through which the new ideas of the agricultural expert may pass 
into the still conservative mind of the cultivator. In the past 
there has been no really effective channel: occasional Deputy 
Commissioners have enforced less primitive methods of sanitation, 
less primitive methods of cultivation; here and there the advice 
of experts from the Agricultural College at Lyallpur has been 
followed, though, for the most part, by the bigger landlords only ; 
and the only agency which has proved at all successful in bridging 
the gulf between expert and cultivator has been that of the various 
co-operative societies, It is in this connection particularly that 
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we believe the reoammeiidatious of tbe Oommissioners to be moBi 
wise. They ectapbasize tbe importance of tbe second and ratber 
neglected duty of tbe Agricultttral Services — ^tbe duty of bringing 
before the cultivator new and improved methods of faming in 
such a way that those methods may be actually adopted in general 
practice. Tbe means are, firstly, the more general use of 
demonstration plots in preference to demonstration farms ; 
secondly, concentrated effort, for when a good practice is once 
established, it will spread with a speed in proportion to the extent 
of the benefits which are seen to accrue from it; thirdly, the use 
of practical, ocular demonstrations in preference to other forms 
of propaganda which depend for their success on a reading and 
intelligent public; fourthly, close and friendly oo-operation with 
other departments such as the Inigation and Veterinary services; 
lastly — and most important of all — ^intimate and continuous contact 
with the better farming societies and other associations which 
approximate in their character to the taluka development associa- 
tions of Bombay. There are obvious drawbacks, founded on 
general political principle, to the use of purely oflBcial agencies 
as intermediaries between the expert and the cultivator; but such 
co-operation, as is above suggested, between the body of experts 
financed by Government and the more intelligent cultivators, 
cannot fail to be of lasting and increasing benefit. 

It is impossible here to leview the detailed proposals made 
by the Commission with respect to Forests, Live-stock, Bui'al 
Industries, etc. But it may be remarked that the progressive 
adoption of the compulsory system of Education, proposed by 
the Commissioners, is not everywhere desirable. In the Lyallpur 
District of the Punjab, for example, school accommodatiou is 
utterly inadequate for the number of voluntary pupils ; the 
teachers are not always competent — and they are generally under- 
paid; and the demand for education is far in excess of what can 
be supplied. Moreover, there is the task ot persuading literate 
pupils that there is no indignity in cultivating the land. At 
present there is an ever-increasing stream of literate eons of 
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oultivators who deifinitely refuse to return to their families and 
aid in the work at home. It would be an inane thing to increase 
this stream before previously directing it into the necessary 
channels; and we hope that the proposals of the Commission in 
this connection will not be applied without proper discrimination 
by either provincial or local authorities. 

The task of the Commissioners^ We take it, was to state the 
difficulties with which agricultural development in India was 
faced, and to suggest methods by which they might be overcome. 
Viewed from this point of view, the Eeport appears to contain 
both a broad and thoughtful estimate of actual conditions, and 
wise proposals for their improvement. It is only if we start with 
prejudices against the actual appointment of Royal Commissions, 
or if we expect the problems common to many countries and many 
ages to be solved in the twinkling of an eye — ^it is only then that 
we can be disappointed with the conclusions of this Commission. 



LABOUR AND THE AGRICULTURAL 
COMMISSION REPORT 


BY 

S. K. Rudra, M.A. (Cantab.), t 

Reader in Economics, Attchabad University. 

It is not fair that any comments be offered on just one 
chapter of the voluminous Report of the Royal Commission on 
Agriculture in India vithout reading the Report through, yet it 
has been felt worth while to do so. To pass judgment on the 
i(4ork of the Commission as a whole would require much ionger 
study of the Report, as well as a thorough knowledge of the variety 
of subjects dealt with by the Commissioners, and as this is a task 
which only the exceptional student can perform, it may not be 
valueless to take up the Report in sections. 

We are glad that the Commissioners did not overlook the 
.problem of labour. Usually this word has come to dmiote woil;- 
ers in organised industries only. This is possibly due to the fact 
that the leadership in the study of Economics has come to us from 
the highly industrialised countries of the West, and to the fact 
that agricultural Labour is usually ill-educated, isolated, poorly 
organised and therefore inarticulate. In India to commit tha 
mistake of regarding Labour as the body of men working in 
organised industries alone, to the exclusion of the workers in the 
fields, would be grave indeed. This mistake, however, is often 
made. 

The two facis that eqserge outtitandingly in regard ie the 
agricultural situation of the country are, firat the g e e ai t pr ess u re 
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upon the soil and secondly the periodical slackness of employment, 
both of which combine to mitigate against the improvemeint of the 
lot of the agriculturist. The Report holds that the main solution 
of the trouble will lie in the diversification and improvement of 
agriculture itself, but they suggest other measures also, which are 
worthy of our attention. 

Subject to the nature of the country and local conditions 
the Report suggests that in areas where there is heavy congestion, 
steps should be taken to draft a large portion of the population into 
industry or to help it to migrate to the sparsely populated portions 
within the country, or to assist it to emigrate abroad, especially 
to British Guiana. As to the question of periodical slackness of 
employment, which varies from two to four months in the year, 
they suggest the remedy of diverse occupations. These occupations 
they have classed into three groups. The first type consists of 
industries located in rural areas, such as sugar-refining factories, 
rice-husking, oil-crushing mills, cotton ginneries, saw mills and 
tobacco factories. These give employment to labourers when they 
have no work of their own to perform upon the fields. The second 
type consists of domestic industries such as weaving, gur-making, 
handhulling of rice, silk filatures, oil-crushing and the work of 
village artisans. And the third type consists of any kind of work 
in which the cultivator can sell his personal labour. In this con- 
nection we are glad to note that the Report corrects the common 
impression that a cultivator can find temporary employment when 
and as he likes in industries around him. Such a notion only 
reflects the ignorance of people who should know better the actual 
conditions of ti*ade and industry in the country. The fact is that 
in all types of occupations a certain amount of skill is necessary 
without which it is not possible to secui^ employment or even 
command subsistence wages; and after all the possession of such 
^kill is a mattea* of specialization, however elementary, and this 
we cannot expect our peasants in general to possess. 

* The Report, we think rightly, lays by great hopes in the use- 
£ul employment of the spare time of the villager in the first type 
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id induBtriee indicated abore. We alsa fedi that due to the tech* 
nique in production involyed in these industries and the difficulties 
involved in the costs of transportation of raw material, these indus^ 
tries will necessarily be dotted about all over the country instead 
of being centralized in a few far*away selected spots. Therefore 
they will be admirably fitted to dovetail into the periods of slackness 
in agricultural occupations and ensure regular employment 
throughout the seasons for an increasing number of the peasantry. 
Amongst the various industries suggested by witnesses under the 
first type, the Commissioners think that the manufacture of agri- 
cultural implements holds the greatest promise of useful develop- 
ment. We agree in this, but feel that nothing useful will result 
from the suggestion until the Agricultural Departments take up 
this matter in right earnest. Something 's already being done on 
this line, and with success. But vigorous action and assistance 
is needed if it is desired, not only to fill up the spare time of the 
villager, but also to modeniise agricultural methods in this country. 
All along it is the improved tool or implement or machine that 
pioneers the way to further progress in the conquest of Man over 
Nature. How ill-equipped our peasantry is in this battle for life! 
We are mechanizing our Army, why not the PeasantiyP 

With regard to the second type of industry, viz., the village and 
domestic industries, they hold that there is much scope for deve- 
lopment. This development, they think, more than othei things^ 
lies in introducing new ideas, for instance in improved technique, 
in pattern and design, as well as in making new objects like tele- 
graph insulators instead of turning out the traditional objects in 
a stereotyped fashion. But just here lies the great difficulty. 
These traditional methods of production can only be changed 
through deliberate introduction of new ideas. The lead in such 
matters can only be given either by the Government through its 
\ariou8 Departments or by people dwelling in the cities who have 
the imaginaiion and the necessary commercial insight to turn and 
train the skill of these village artisans in producing objects and 
Articles that the newer needs of modem life demand. Tte village 
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artisan nnassistad eitb# in r^urties or in idaaa 4a doomed 
Cl^lli^d out of existence. Tbe Government and ti« people 
]dan out very clearly the line of action they wish' 
adopt in dealing with this matter to save the sitttat^. 
Inaction and lack of foresight must end in the final dis- 
appearance of the great crafts and skill of rural India. We would 
here recommend the example of the Burma Government. The 
Burma Government have selected three village industries— Silk, 
Lac and Pottery — ^for their special attention and aid. The re- 
sources of all Governments being limited, a careful selection of 
a few rural industries for State-aid would appear to be the best 
plan to adopt. The Commission reveals the conditions of some 
of the village industries which must cause grave anxiety in the 
minds of those who have the welfare of the village-folk at heart. 
For instance, sericulture and Indian silk, if not protected in some 
form or other, will be seriously affected from competition from 
artificial silk from abroad. Some Provinoiaft Governments, it 
must be admitted, are doing a great deal to help the peasants to 
improve the strains of silk worms and the treatment of cocoons. 
We strongly feel that this is a matter which should be examined 
by the Tariff Board. Every type of industry that gives subsidiary 
employment to the peasant must, we think, for economic and 
humanitarian reasons be examined into, and given assistance, if 
necessary. The peasant in India is about as depressed and pessi- 
mistic an individual as one could meet anywhere. Added to Ais 
it must be realized that he is weighed down with Debt and Ignor- 
ance. We plead that whatever the common notion about State 
interference witii private industry elsewhere, it cannot be accepted 
as a guide in the solution of our rural problem. Active Stafe 
action is what we would urge in our rural affairs. Thke for 
instance tiie example of Lac production in this country. We 
have a practical monopoly in this product, barring synthetic 
lac. We cannot' say that Government have adopted a wise 
and energetic policy in husbanding this industry. It hdds 
great promise for Gte peasant and would be an incidental 
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jM^prce of roTenue for the Government. "The constitution of the 
^j[n4ian Lac Association for Besearch, and especially the Manag- 
•mkg Committee clearly shows that Government nave not given ade- 
qiiate attention to this important industry to say the very least. 
We endorse the recommendations made by the Commission in re- 
gard to the re-constitution of the Association, and would go beyond 
what they say and require that the growers themselves must have 
some representation on the Association. The Calcutta merchants 
cannot be trusted or permitted to manipulate the fortunes of this 
industry any longer. This is a matter which calls for immediate 
enquiry. 

Poultry-farming, and to some extent Fruit and Vegetable 
glowing arc suggested as helpful occupations for the peasants to 
adopt as subsidiary occupations. 

Willi regal d to tiie third type of work providing employment 
to peasant laboui in the giowth of demand foi laboui in factories 
and cities it is held that as the lelations of industiy and agri- 
culture grow closer, such opportunities of finding employment 
duiing the slack season on land will increase, and thereby improve 
matters. This is tiue, but will be a slow process indeed. We would 
suggest that Provincial Governments, Local Boards and Muni- 
cipalities and other bodies, should consider the question of seasonal 
fluctuations in giving out their contracts for woi*ks involving 
demand for Labour so as to coincide helpfully with the slack 
seasons in rural areas. 

While the above remedies have been suggested by the ConpiT 
mission in solving the problems of seasonal unemployment of dihe 
peasantry, they feel that the absorption of the growing superfluity 
of agricultural labour can only take place by greater mobility both 
vrithin and without the country. In this manner alone can the 
heavy pressure upon the soil in certain areas be relieved. The 
pioblem is therefore resolvable into tvro — one the question of mo- 
bility and the other the places to which surplus agricultural popu- 
lations may move, either in India or abroad. With regard to the 
drst the Commission thi^ it is not Government interference, ex- 
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C6|pt ixi a very limited estent under the Assam Labour Emigra* 
tion Act, nor the removal of poilitical difficulties in emigration 
abroad, nor the lack of the means of communications, except im 
local areas, that act as serious hindrances to mobility. They tkinS; 
that far more serious obstacles to this mobility come from inherited 
rights in land, of indebtedness, of ill-health, of racial peculiarities, 
all of which contribute in making labour more stationary than 
is warranted by economic conditions. They feel that these con- 
ditions should be investigated and definite schemes of colonization 
be launched. It would appear that the Burma Co-operative De- 
partment scheme in this matter is worthy of adoption. As to 
the second point, namely the regions to which surplus populations 
may be sent, we know that in the country itself there are various 
schemes afoot which will throw open new areas or thinly inhabited 
areas for coilonization. The Sukkur Barrage scheme is an instance 
in point. As against tliis there are, of course, areas as in Bengal, 
the Central Provinces and the Punjab, where land has gone out of 
cultivation due to malaria, the growth of weeds or spread of alkali, 
but these are not comparable to the new areas coming into cultiva- 
tion in extent and area. As to places abroad, it seems that in Ceylon 
the point of saturation in absorbing Indian Labour has almost 
been reached. While the absorption that can be expected from 
British Malaya, West Indies and Piji, cannot be large, and in 
Mauritius further immigrants are definitely not needed. The only 
other area within the British Empire that really offers a great field 
for emigration is British Guiana. That country has great possibi- 
lities, and it awaits development. There the supply of capital is 
not the limiting factor, it is Labour. A scheme of emigration to 
this country has been approved, only it seems not profitable enough 
for the planters to operate it. We trust, however, that the matter 
will not remain here, but be further considered. 

In condlusion we can only say that the Commission has given 
this problem of Peasant Labour a comprehensive examination. 
They have clearly shown the way of giving relief to the two great 
problems facing the peasants, namely, Ijick of continued employ- 
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and the growing pressure upon the soil. We trust the 
necessary steps will be taken as soon as practicable to put the find- 
jings of these investigations into working schemes. If Govem- 
m^t give the lead, we are not so despondent as to believe that 
those of the public who have the means to follow their example 
will hold back. State action however is the necessary pre»liminary 
condition in this movement towards rural regeneration. We trust 
it will not be long delayed upon its way, for through it lies the 
path to health and happiness for the peasantry of this land. 



NOTES 


Dr, JaiDos Bonar has laid economists under another debt by 
his cataloguing of the library that belonged to- Malthus. This 
woj’k he recently arranged and it has revealed one point of great 
interest to us, viz., the discovery among the books of the writings 
of James Anderson who was the first to expound the Ricardian 
theory of rent, a theory that was forgotten until it was brought 
inid proininem‘e by Malihus, West, and Ricardo. In 1815,'' 
writes Ricardo in his preface to the ' Principles of Political 
Economy and Taxation,’ Mr. Malthus, in his ‘ Inquiry into the 
Nature and Progress of Rent ' and a fellow of University College, 
Oxford (/.e., West, Chief flustiee of Bombay), in his ‘ Essay on 
the Application of Capital to Land * present cd to the world, nearly 
at the same moment, the true doctrine of rent.” Bonar has found 
that Malthus had in his library Anderson’s ' Essential Principles 
of the Wealth of Nations/ 1797, and Anderson's ‘ Scarcity of 
Grain in Britain,’ December, IHOO (2nd Edition 1801). The* latter 
bears the inscription ‘ Dr. Malthus from the Author.’ There is 
also Ijiord Kairns’ ‘ General Plan of a Lease ’ with remarks by 
Anderson (without date). There are many of us who were of 
opinion that Malthus must have read Anderson, one of the most 
hard-headed Scots of his generation. Now, thanks to Bonar, we 
know this to have been a fact. The author of ‘ Malthus and his 
Work,' ‘ Ricardo’s Letters to Malthus,' ‘ Ricardo's Letters to 
Trower ’ (with Professor Hollander), ‘Philosophy and Political 
Economy,’ and the ‘ Catalogue of Adam Smith's Library ’ has 
already perhaps done more than any other living Economist to 
emphasize the great heritage that we possess today — the school 
of the l^mglish classical Economists of the first part of the 
nineteenth century, what Professor Allyn Young in his inaugural 
lecture in Ijondon University recently termed “ that extraordinary 
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intellectual structure.’’ It is interesting* to noie that Dr. Bonar, 
although seventy-six in September this year, has agreed to* deliver 
the next Newmareh lectures on ‘ Theories of Population in the 17th 
and 18th Centuries.* The vitality of the man is an inspiration 
to those of us who belong* to a younger generation. 


Professor Allyn Young, the Haiward Professor, who was 
appointed to tlie chair of Political liconomy in the University of 
London last year, has been appointed President of the Statistics 
and Economic Section of this yeui’^ British Association. Professor 
Young’s lecture on English Political Economy published in 
'Economica’ in Mai(h, 10^8, ^aiic and caiitiouh. What 

wais Harvard’s loss by Piotessoi Young’s transfer has been 
London’s gain. lie lefcricd to Piofessor Cannan thus: "The 
distinguished Economist who was my predecessor in this chair 
has made clear how the economic problems which contuiiited 
Britain in consequence of the Napoleonic* wars did much to 
determine the ionn which economic theories took in the early 
part of the nineteenth century. The lenewed inteicst lately 
obseivable almost every wheie in the study ol the economic 
writings of that ])eriod has been prompted, of course, by an 
interest in modern problems, again the heritage of war, which 
are curiously like the problems with which those eailier writings 
dealt.” 


The Political Economy Club founded in 1821 by Tooke, 
Bicardo, lames Mill and Malthus discussed at a meeting at Gatti’s 
Eestauiant, Strand, on May 2, the question " What have been 
the reasons for, and what are likely to be the eonsequenoes of, 
the abolition of the restrictions on rubber?” The discussion 
took pla(»e in accordance with the traditions of this exclusive 
club after dinner, and guests' were invited to speak. Among those 
who spoke were Professor Maegregor of Oxford, Professor Allyn 
Young of London, Piofessor Gregory of the London School oi 
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Economics, Mr. Hartley AVithers, Mr. 0. R. Hobson, and an 
Economist in the cbair from India. Tbe latter showed from 
statistics and fix)m the experience of the control of wheat, jute, 
and hides in India in war-time, how futile it was for the British 
Government ever to have attempted to control rubber production 
when the Dutch East Indies stood out of the scheme. The 
scheme was ill-conceived and the rubber industry as a whole will 
be sturdier, stiong-er, and more stable if allowed to manage its 
own affairs. 


On April 17 at a meeting of the Royal Statistical Society a 
paper was read on the censuses of population and vital statistics 
prepared by the various Governments of the world. The discussion 
was more interesting perhaps than the paper, and was taken 
part in by the Registrar-General, Dr. Greenwood (whose recent 
E.R.S. will be welcomed by all statisticians), Sir Bernard Mallet, 
Dr. Stevenson, and by a Professor from India. The subject is 
indeed a vast one, but the reader of the paper, a member of the 
League of Nations staff which prepares much valuable data on 
economic and financial questions, failed to bring out the main 
principles of census-taking, but this was more than rectified by 
the speakers who remembered Adam Smith’s conception of 
philosophy as they were looking for connecting principles.” 
After the meeting the Siatistical Olub, a club confined to 40 
statisticians of eminence in the world of statistics, met as usual 
at dinner at the Regent Palace. This is one of the most delight- 
ful of meetings in London. The discussion was of much interest, 
The Rt. Hon. Viscount D’ Abeinon, P.O., G.C.M.G., late 

Ambassador at Beilin, was, as President of the Royal Statistical 
Society, in the chair. 


Financial questions since the last issue of the journal have 
been of first class importance in many countries. In England 
the question of the paper currency has been discussed in 
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Parliament in connexion with the Currency and Bank Notes Bill. 
Local taxation has a.gain been pnt under the closest scrutiny in 
the new reforms for rates, the legislation for which is in part 
before Parliament. To students of currency and finance these 
matters are of no ordinary importance. France has at last 
stabilized the franc, and now that Poincare has taken the plunge, 
we see that the Brussels and Genoa Conferences have resulted in the 
currencies of leading countries being linked to a common basis 
of value. In 1922 the Genoa Conference was held. In 1923 
Austria’s currency was linked to gold; in 1924 Germany, Sweden, 
and Eussia followed her example; in 1925 Great Britain, South 
Africa, Holland, Switzerland, Himgarv and Finland followed suit. 
In 1926 Belgium, and in 192i Italy, Denmark and Poland 
stabilized their currencies. In 192^ Gr 3ece, Norway, and France 
have completed the process. The question of gold has also been 
of very much interest und the future outlook from the point of 
world prices compels attention. To each of these questions we 
must revert. It is interesting in connexion with the stabilization 
of currencies that ten years after the war the international trade of 
Europe has lecoveied to about the ]>/re-war level. There has 
generally been a suspension of progress for a decade and a half. We 
are starting today where we were 15 years ago. Economic policy 
must be directed to an expansion of ■world trade and production, 
if there is to be any rise in the standard of living. 

Firstly with regard to the Currency and Bank Notes Bill. 
The whole essence of this Bill wns the recognition of the vital 
importance of providing a country with an adequate volume of 
currency and of maintaining its value stable. The Bank of 
England takes over the paper currency and this is in keeping 
with the functions of a Central Bank. The Bank should have 
a monopoly of the note issue. The chief principle of the 
amalgamation of the Bank’s issue and the Treasury Notes issued 
since 1914 is the establishment of central control over the note 
issue. Currency and credit are so largely inter-dependent that the 
Bank of England which controls the latter will now also control 
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the forjner. This has the sanction of the wiseacres of 1844, 
the Federal lieserve Act, and the Brussels Conference of 1920, 
not to mention the Genoa Conference of 1922. ‘‘ We must says 

all this authority, ‘‘ fortify the machine that turns out currency 
and credit a^’ainst any influence on the part of the State in 
relation to inflation which brings in all countries misery to the 
middle classes including wage-earners.” The fiduciary limit of the 
amalgamated issue is fixed at £2()0 millions. The Trea^sury has 
been given the power to reduce the fiduciary issue if requested 
to do so by the Bank. The Treasury may also authorise the Bank 
to issue notes alK)ve the fiduciary issue of 4!2(i0 millions, if the 
Bank at any time reprcvsents to the Treasury to do so. This can 
be done for a period of six months at a time and up to two years, 
unless Parliament otlierwise directs. The actual wording of this 
sub-clause of the Bill is, “ No such authority shall be reneweil 
so as io remain in force (whether with or without variation) after 
the expiration of a period of two years from the date on which it 
was originally given, unless Parliament otherwise deterjiiines.” 
It is also provided under this same clause^ — the’ famoxis clause 
eight — that any minute of the TreavSiiry authorising an increase 
of the fiduciary note issue under this section shall be laid forth- 
with before both Houses of Parliament.” 

The Bill to all intents and purposes leaves the statvs qvo 
unchanged. The currency note is today practically a Bank of 
England issue and all the Bill does is to give legal efiect to what 
had already been done by administrative action. The figure fixed 
for the fiduciary issue is the approximate total of the legal 
amount of the present separate issues. Mr. J. M. Keynes in 
the Times ” and in the June issue of the Economic Journal 
and members of the Labour Party in the House of Commons 
desired a higher fiduciary issue. Mr. Keynes^ view that things 
have changed since 1844 and it is unnecessary to lock up as a 
backing to the note issue a large amount of gold which is sterile 
ha.s at first blush much to commend it. Mr. Keynes, however, r 
does not realize that to the ordinary pei'son the gold backing to * 





the note haa a very poweiiul effect to the whole credit structure. 
One cannot help feeling that those who argue that the Bill should 
provide for the creation of more currency and credit in order to 
make trade more active and employment more .easy are 
inflationists. Inflation would only temporarily help trade as 
neither currency nor credit is the same as wealth. The prosperity 
of England lies in its ability to produce and sell goods competl-;^' 
tively at a profit. Inflation would result in high prices and ' 
would prevent the selling of goods at a profit. An increase in 
the credit structure is, of course, justified only by a corresponding ' 
increase in real resources. The Bank of Enghmd may, it is 
interesting to note, hold comniercial tills as cover for the notes. 
It is to be hoped that these, in so far as they are foreign bills, 
should be those one of a gold standard country. 


On tfuly 18 the House of Commons passed by 320 votes to 
128 the third reading of the Hating and Valuation Apportionment 
Bill. The rating scheme will come into force in 18 months’ time. 
Agriculture and industry, docks, railways and canals will be 
relieved of a large proportion of local taxation. The central 
government will provide money for the proposals, mainly by 
means of an increased petrol tax. The Ileport of the Balfour 
Committee on Industry and Trade has shown how heavy local 
taxation is on industry. The cost, for example, of rates per ton 
of crucible steel on actual output was on June 30, 1914, 3s. 
per ton and on June 30, 1924, 21s. per ton. The cost per ton, 
if working full capacity, on June 30, 1924, is Gs. 8d. per ton. 
Instances could be multiplied. The greater the difficulties of 
trade, the heavier the burden per unit of output. The 0-overnment 
propose to introduce in the autumn another Bill which will 
complete the scheme. The present Bill gives exemption to 
certain industries. The remaining Bill will give the details of 
the lightening of the burden to each, industry and an opijortunity 
will be taken to make the long-ovei-due improvements in the 
British system of local taxation. 

^12 
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With the passing of the French Stabilization Bill on June 
25, the last vestiges of the old theoretical bimetallism have passed 
away and the battle of the franc is over., The French have 
adopted a gold bullion standard, although the possibility of a 
full gold standard with a gold circulation at some future date is 
not ruled out. The franc is fixed at 65*5 milligrams of gold 900 
fine, which gives a par of exchange with the pound of 124-21 
francs. The Bank of France undertakes to buy gold at this rate 
and to convert its notes into gold either in legal gold currency 
or in gold bullion. The convertibility will be limited to minimum 
quantities agreed upon by the Bank and the Finance Minister. 
The reserve is fixed at 35 per cent of the notes and sight deposits. 
The gold reseive which amounts to 5,500 million francs (£220 
millions) will be revalued and the resulting surplus will be used 
to pay back to the Bank the advances made to the Treasury. The 
franc now being on a gold basis will possess stability. The 
Bill, it may be noted, provides for the introduction of a new 
coinage, a 100-franc gold piece and silver token coins of ten 
and twenty francs. The date of the issue of gold coins to the 
public wall be fixed later by Gtovernnient decree. The whole 
question of French Finance was discussed in a recent issue of 
the journal. The Government of France has overcome unbalanced 
budgets and the difficulties of large unfloating debts with a 
certitude and ability beyond praise. The stabilization has been 
in tw^o stages. One stage, the actual stage, has already been 
t'-oinpleted. The other stage, the legal stage has now begun. It is 
probable that some rise in prices will take place. The present 
price^level in France is still below^ the world price-level of gold 
prices. Stabilization is not unusually followed by economic 
troubles, but the probable rise in prices should be somewhat of a 
stimulus to industry. 


The Council of the League of Nations has authorised the 
Finance Committee of the League to examine the gold problem 
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its relation to prices and the means to be taken^ if any, to 
insure stability in the value of gold. The Committee is to 
consider to what exte..t and in what way the League, whose 
efforts have necessarily been concentrated hitherto on a contri- 
bution to the first stage of the worlcVs post-war monetary problem, 
could now most usefully assist in the study and solution of the 
problem in the second stage/’ ThiwS is a ITerculean task but 
one certainlv worth undertaking. 

G. F. S. 


The dominant note in the industrial situation in India is one 
of serious restlessness liabour tioubles have throvn some of our 
leading industries out of gear, and prolonged strikes and lookouts 
are the order of the day. The industrial atmosphere is tense with 
threats of trouble all r^mnd, and tne country is passing through 
times such as have been but seldom experienced in the past. 
The present unrest is laigely due to the severe depression through 
which the national industries are passing. Prices of commodities 
have gone down and the offtake of the industrial output is slow. 
The cost of production has not shown a corresponding tendency 
towards diminution, and factories have to be run at little or no 
profit. Some industries have had to be run actually at a loss. 
One of the remedies contemplated by the employers to meet the 
situation is the cutting down of the labour force and the reduction 
of the wages bill. The piospect of being thrown out of work at 
a time when general unemjdovment stalks the land, is naturally 
very disturbing to the mind of employees, and organized laboui 
may be expected to resist attempts at the reduction of the scale 
of wages. India^ labour has unexpectedly exhibited greater 
powers of patient ai^d organized opposition, thanks to intelligent 
and determined leadership, a growing sense of strength among 
the workers and the increasing influence of the labour movement 
abroad. The rights and the wrongs of the different disputes can 
be judged only after a careful examination of the merits of each 
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case. But an analysis of the situation reveals certain general 
features* which are calculated to give one a clear insight into the 
causes that have brought about the unhappy result. So far as 
the organized industries in India are concerned, we are now face 
to face with the same difficult problems as are associated with the 
capiialist form ot economic society, and the solutions cannot be 
far diffcreni fiom those otiempted in those countries where similar 
conditions prevail. 


India in 192G-27 ” has some interesting remarks on the 
working of municipal and local self-government in this country 
during the past few years. Municipal government in India, it 
is well-known, occupies a small place in the life of the people. 
The bulk of the population lives in villages and is interested in 
problems of rural importance. In 1925-26, there weie 7()7 
municipalities in British India with nearly 19, 900,000 residents 
within their limits and an aggregate income of lis. 16 20 crores. 
In the same year, district boards, sub-district boards, and union 
committees combined, numbered 1,269, and ilie receipts ol these 
institutions aggregated a little over Rs. 14 crores. Since the 
introduction of the Reforms, important changes have taken place 
in the constitution and working of all these bodies. The popular 
element has been strengthened and greater public interest has 
been evinced in municipal and local affairs. The democratisation 
of these bodies has brought with it certain inevitable evils. 
Communal and factious disputes, laxity in administration due to 
inexperience and lack of unselfish devotion to public duty have 
marred the smooth and efficient conduct of affairs. Provincial 
Covemments have exposed these evils and called pointed attention 
to irregularities noticeable in the working of the municipalities 
and local boards. Such regrettable instances have been quoted 
in India in 1926-27,’' and the light and the shade in the 
picture presented there ought to make one pause and think. One 
of the greatest difficulties of these bodies has been the financial 



jjkmbwi 


one, and the following extract sums up the position: — Both 
municipal and district board activities were handicapped not a 
little by the financial stringency of the early years of the 
Eeforms. In addition to the shortness of funds and the general 
higb level of prices, they were called upon, wdth the withdrawal 
of official control, to meet extra expenditure on services which 
used!' formerly to be rendered gratis by government servants 
belonging to other spheres. They naturally endeavoured to 
economise, but their efforts only led to a low^ering of efficiency. 
The provincial governments have themselves been in no satis- 
factory financial condition, and the local bodies which looked to 
them for assistance in carrying out \v'orks of development, couhl 
receive no adequate response, and additional taxation has had 
to be reluctantly resorted to in several casevs.’^ 

V. G. K. 


LABOUR 

We heartily congratulate the Eailw^ay Board for creating a 
new post and ap])ointiug an officer w^ho is to be known as the 
Sports Officer of the Indian State Eailw\ays, Publicity Department. 
This is a step in the right direction, and if followed u]) with 
further appointments and assistance in funds and equipment over 
the entire State Eailw’ay system in India, it would be a remark- 
able achievement, and worthy of great praise. Incidentally it 
would help not a little to brighten up the life of the employees — 
especially the subordinate Indian staff — and make for a happier 
understanding. 

We congratulate Mr. P. 0. Eoy on his appointment*, and 
trust he will utilize this unique opportunity tvith much success. 
Mt. Eoy is a boxing Blue of Cambridge University. 


Mr. N. M. Josbi has defended his acceptance of the gift of 
money from Russia on the grounds that in the first instance the 
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gift was sent unasked, that gifts of money from the same source 
have been accepted by persons responsible for operating the Gujrat 
Belief Fimds, and that it would be perfectly all right if the 
money so received were not utilized for the furtherance of rioting 
and bloodshed. Dr. Besant, who had at one time to do a great 
deal in leading Labour, holds that this money disgraces any- 
body wlio touches it.” As a token of the Bussian workers^ 
sympathy with the Workers in India in their struggle, the gift 
should undoubtedly be accepted with gratitude, but if ulterior 
motives lie behind the gift, heavy responsibility rests with those 
who accept' the gift. We are also quite clear that a gift for the 
relief of sufferers from visitations like floods and famines is not, 
the same as those suffering from the consequences of an industrial 
dispute. 

We know that Indian Trade ITnion is one of the poorest 
organisations financially. Money is greatly needed for its various 
highly essential and commendable activities, but this should make 
the Trade Union oflScials all the more vigilant in accepting gifts. 
That fine, sturdy, and self-respecting independence which we are 
certain the leaders wish to create amongst their men cannot be 
attained without financial independence : this in the last analysis 
is the corner-stone of the entire Trade Union edifice. 


We are sad to note the evidences of communal friction amongst 
labourers in organised industry. Labour as such has innumerable 
serious difficulties to contend vdth here, but if this virus of 
communalism enters the Labour system, there will remain little 
hope of working up in this country a healthy and vigorous 
Labour body. However things may be conducted in Politics, it 
is earnestly hoped that leaders will see to it that no lodgment 
whatsoever is given to this scourge of communal strife within 
the affairs of labour. 


Dr. Chandler, who has been working for the last three years 
at the Calcutta School of Tropical Medicine under the grant for 
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tha Indian Jute Mill Association, has published the results of his 
researches on Hook-worm infection in India. Employers of 
labour, and others, who dwell in the regions which Dr. Chandler 
mentions as having high index of infection, would do well to pay 
heed to his findings. 

-It is reassuring to learn from his researches that in spite of 
a very high incidence of infection in some parts of the country, 
hook-worm disease is non-existent in most places. In a veiy few 
localities, for instance some places in Buima., and on some 
Darjeeling and Dooars tea estates, the index of infection exceeds 
400. In the West Indies and Alabama it is (iOO and 6(K) 
respectively. 

In Jhirina the infection rate is highest amongst the Indian 
immigrants. The Burma ns have adopted the use of latrines 
and this helps to keep the rate of infection amongst them 
low. The general figUie foi the province is from 108 to 170. 

In Assam in the tea gardens the conditions are not good; this 
is due to the universal habit of defecating among the tea bushes 
where conditions are very favourable to the lairm. The index 
for the Upper Brahmaputra Valley is from 200 to 300, and for 
the Sunna Valley about 300. The hill tribes are nearly free from 
infection. 

In Bengal the general figure is 80 per cent, but in the tea 
garden area it is as high as 400, which is a matter of serious 
consideration. 

The entire north-western part of India is practically free 
from hook-worm. 

In the Madras Presidency some parts like the AVestem Ghats, 
Ooorg, Malabar and Southern Travancore are as bad as the Assam 
and Bengal tea gardens, but other parts are freer and some 
absolutely free. 

According to occupations sweepers and sewage coolies are 
apt to get the infection, but in mJld form. But tea garden 
coolies are especially prone to it. Coal-miners also, exposed as 
they are to soil pollution in the underground galleries, catch the 
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inlection. The wealing of foot-gear of any type is an dKective 
protcetive. It woidd be inteiesting to invesitigate whether it 
would not prove economical, in the long run, for the collieries 
and tea gai'dens to give foot-wear or subsidize their employees 
towards buying it for themselves and thus avoid the waste of 
absence and iin‘gulaiity due to sickness or low productivity caused 
by ill-health due to hook-worm. 

Domestic animals such as dogs, but specially the pig, also 
sj)iead inlection. But cockroaches prevent it and their presencfjii’ 
in the coal-mines is certainly responsible for keeping the infection 
down. The dung-beetles on the other hand are a powerful factor 
in the development of hook-worm larvje. 

The characiei of the soil is also an imjmrtant factor. Clay 
and black soils aie unfavourable, while sandy and poious soils 
are favouiable towaids dissemination of the disease. Artificial 
irrigation is not a factoi in the siu’ead as it was supposed it was; 
this is a vital discovery of great value. 


Jt was cheerful to lead the accounts of the return of the 971 
emigrants from Fiji jier s. s. Sutlej, They gave a happy account 
of their sojourn abroad, and seemed to have done well. Amongst 
the returned emigrants was the lion. Mr. Badri Maharaj who 
had emigrated from Gaihwal in 1890. He owns a sugar planta- 
tion of his own, and reju’esented the Indian community in the 
Fiji Legislative Assembly. He is here on a visit only, and will 
return back to Fiji. 

He is reported to have said; Fiji is an ideal country to live 
in; the climate is jicrfecd and the land fertile. Indians are 
practically free agents. Although we have only on© represen- 
tative in the Legislative Assembly at present, there is a move to 
let us have three in future.’^ 

There are about 61,000 Indians in Fiji, 6,000 Europeans and 
about 100,000 Fiji-islanders. Land is rented leasehold to suitable 
applicants by the Colonial Sugar Eefining Company, 
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We are pleased to learn tliat the Railway Board have agreed 
to appoint, on the recommendation of the Agent of the G.I*F. 
Railway, a Special Officer in whom the staff could personally present 
their grievances. If this experiment proves successful, similar 
appointments will probably be made in the workshops of the 
^ other railways in India. The success of the experiment, obviously, 
will greatly depend upon the personality and ability of the officer 
selected to this new post. We trust, therefore, that a wise 
iSBelection will be made, since on this selection will depend greatly 
the future development of this scheme, which we cannot help 
feeling, seems useful and desirable. 


We understand that steps are being taken to reoiganise and 
^ stiengthen the Labour Depaitment of the Madras Government. 


The International Textile Workers’ Congress, assembled at 
Ghent, unanimously adopted the British motion, to render 
assistance to the Indian strikers. The Congress received delegates 
from twelve countries and lepiesented a million workers. 

The International Transport Workers’ Federation, Amsterdam, 
as well as the Inicinational Federation of Trade Unions, 
Amsterdam, have sent donations to the strikers here. 


The International Textile Workers’ Congress, meeting at 
Ghent, have unanimously passed a resolution in favour of a 
universal eight -hour day, and the abolition of gang work. They 
have also demanded an enquiry into the conditions of textile 
workers. 

The Congress have also empowered its Bureau to settle with 
the Trade Unions in India the question of their affiliation. 


Both Mr. C. F. Andrews, President, All-Indi^t Trade Union 
Congress, and Mr. N. M. Joshi, Secretary of the same body, 
have expressed their general approval with regard to the views 
13 
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published by Mr, Purcell and Mr. Hallsworth regarding Indian 
labour conditions. They accept the idea of closer co-operation 
with the British Trade Union Organisation and fee*l that much 
benefit will accrue by such co-operation. Mr. Andrews feels that 
the matter should be given careful consideration by a Union 
executive in both countries. We trust this suggestion will 
fructify, as it holds within it the promise of betterment and 
increasing good-will between the labouring folk of these two 
countries, Britain and India. 

Mr. W. H. Pease, Secretary of the Indian Tea Association, 
has refuted', in a letter to the Trade Union Council of Great 
Britain, the allegations made by Messrs. Purcell and Hallsworth 
in their Report against the conditions and treatment of labourers 
in the Assam Tea plantations, and has asked the Council what 
steps it proposes to take to correct* the mistakes made by the Trade 
Union Delegates to India. 


The Eleventh General Conference of the International Labour 
Organisation opened on the 30th May, 1928, at Geneva. 42 out 
of 65 affiliated States were represented at the Conference, Senor 
Saavedra Lames, head of the Argentine delegation, was elected 
President of the Conference. 

The question of the prevention of industrial accidents was de- 
bated at the International Labour Conference. 

Mr. Graham (Indian Railways) said that, due to the high 
accident rate in connection with the coupling and uncoupling of 
the vehicles, the Government had decided to adopt the automatic 
centre-buffer couple. 

Mr. Bose, of the Indian Colliery Emplo-yees’ Association, said 
that 80 per cent of the accidents in India were due to defects in 
mines and a lack of supervision and proper safety appliances. 

The International Labour Conference has finally adopted the 
convention on Minimum wage-fixing machinery by 76 votes to 21. 
The Employers’ delegates desired that the wage-fixing machinery 
should be confined to unorganized home industries, 
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The Government delegates from India absraitied from voting 
on the Draft Convention on the minimum wage^fixing machinery* 
Mr. Moral jee, the Indian Employers' delegate, voted against the 
convention. 


We extend our hearty congratulations to Dr. Badha Kamal 
Mukerjee on his being invited by the Central Dank of India to 
suiTPy and report on the economic condition of the vaiious districts 
in the Madras Presidency. We are proud that a teacher has 
been selected and that his merits as a research worker have been 
appreciated in this manner by the hard-headed men of business ! 
We hope that this is the beginning of a new development in the 
iiidustrial and commercial attairs of thi^ country. A closer co- 
operation between the economists and the practical men of business 
must be to the advantage of both and to the general good of the 
country at large. We diew attention to such development as being 
almost imperative, while leviewing Professor Thomas' Inaugural 
Lecture delivered at the Madias University in the last issue of this 
Journal. It is a mattei ot gieat satisfaction that in this issue of 
the Journal we should have the pleasure to record the fact of 
Dr. Mukerjee's selection by the Central Bank of India. 

We need hardly say that we applaud the decision of the 
Central Bank and admire them foi their courage in taking this 
step to bridge the gulf that exists in this country, only too 
markedly, between the professing economist and the practicail men 
of -business. We trust their good example will be followed by 
other concerns. 


The Travaneore Unemployment Committee have finished their 
labours. They have not as yet submitted their Report but it is 
understood that by way of relief grants of land varying from 
5 to 20 acres and agricultural loams ranging from Bs. 260 to 
Rb. 1,000 have been suggested by it. 
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Wq extend our cordial congratulations to Mr. M. N. Joshi for 
being placed upon the Governing Body of the International Labour 
Office, It is a great honour, and no one deserves it better than 
he, because of his years of untiring and .selfless devotion to the 
cause of Labour in India. The new Governing Body will be in 
office for the next three years. 

We are pleased to record that the International ' Radio Tele- 
graph Conference have decided to requiie only a six months’ 
training at sea as sufficient in the case of Indians who wish to 
qualify as Certificated Operators on mobile stations. This is a 
clear concession as compared with the length of training required 
of other nationals. This concession was granted because it was 
the Indian delegates impiessed on the Confeience that Indians 
had very great difficulties in obtaining such prolonged training 
at sea. We sincerely hope that the Conference will use its power- 
ful influence to make such training facilities moie easily available 
to Indians. We cannot stand to appicve of lower qualifications 
for Indians, except as a very temporary measure. We would 
strongly urge for wider opportunities for the youth of the country 
in this very vital service. We therefore trust that this matter 
will be considered at the next meeting of the International Tele- 
graph Conference which is to meet at Brussels this September. 

By a decree all Chambeis of Commerce in the Provincial cities 
in Italy have been superseded by Provincial Councils. The Pre- 
sident of each will be a Prefect appointed by the Ministers of the 
Interior and Commerce. Most of the members will be nominated 
by workmen’s and employers’ organisations. The idea is to se- 
cure comprehensive unity of action in dealing with the problems 
of agriculture, industry, commerce and other matters affecting 
labour. 

We are happy to note that the lightning strike at the Elgin 
Mills at Cawnpore was brought to an end on the 18th June, 1928. 
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Much credit for this is due the Management of the Mill and 
the officials of the Mazdoor Sabha. Amongst the various matters 
that were settled, we are pleased to note that on the one hand 
the Mazdoor Sabha guarantee that they will neither permit nor 
countenance a future stiike without giving 15 days* notice, and 
on the other hand the Company recognize the right of the Maz^ 
door Sabha to lepresent tlie grievances of the workers employed 
in the Mill. We deplore strikes and lock-outs, but deprecate most 
unreservedly lightning strikes, and peremptory lock-outs, and therc- 
loie heartily welcome the soluTion arrived at Cawnpore. We 
tiust mutual good-will and confilence will pievail, and that the 
difficult problems of the adjustment ot Laboai needs to the chang- 
ing fortunes of Industry will be settled by careful negotiation 
rather than by the crude and unscientific tactics of strikes and 
lock-outs. 


Mr. N. M. Jovshi has urged (he Government of Bihar and 
Orissa to inteiwene in the Labour Dispute at Jamshedpur on the 
special grounds that since the Tata Company receive financial help 
fiom the Slate they have a moral right to do so. 

The matter of the importation and production of imitation 
tea has received consideiable attention in the Pi ess as it rightly 
deserves. Mr. J. Haiper, Oommisvsioner for India, Indian Tea 
Cess Committee, has well analysed the situation and has put in 
a strong plea for State intervention in the matter. The tea-drink- 
ing habit is spreading rapidly in the country, and particularly so 
in the big cities, industrial centres and in the Indian Army. The 
evil effects of heavy tea-drinking and of the imitation typo pai’ti- 
culaily cannot be exaggerated. Government should move in the 
matter in spite of their answers they gave to Sir Darcy Lindsay in 
the Legislative Assembly (>n March 25, 1927. Not only in Hihis 
matter of Tea, but in the matter of other necessaries of life like flour 
— ^we hear of synthetic flour, ghee, etc. — ^the poor, illiterate 
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consumer must be protected. The Government of Bengul have set a 
standard in the matter of tea. Other Provinces should follow its 
eammple. The Central Government cannot so easily disdlaim its 
responsibility in such matters by mere!ly saying that legis- 
lation on these matters lies within the powers of the Provincial 
Governments only. In these days of rapid communication and 
expanding trade and commerce between the Provinces, it seems to 
us that apart from, local adjustments, there should be All-India 
legislation in regard to the staple food-stuffs and drugs. The 
health and well-being of the millions of the poor of the country 
is at stake. Energetic steps are required to control the situation 
and not the evasion or postponement of the question. This matter 
of Tea, we are glad to note, is being taken up by Government. 


Mr. N. M. Joshi is desiring, by means of legislation, to secure 
the same protection for nou-registered Trade Unions as is granted 
to the registered Trade Unions under the Trade Unions Act of 
1926. Whatever be the merits of his Bill, we cannot help feel- 
ing that it would be best to wait yet awhile in this direction. 
Trade Unions, or their officials and members, have not yet gained 
that stability, cohesivenCvSH and experience that is to be found in 
some countries in the West. More experience is needed to know 
what type of Trade Union movement is going to develop in this 
countiy before we can safely proceed with further legislation in 
this direction. 


Within little over three months there has been a second strike — 
or at least a partial strike — ^by the Sweepers of Calcutta. What- 
ever be the merits of the causes that have led to this situation, 
there can be no doubt left in the minds of those that hesitated before 
that in such vital public utility services as the Sanitary Service 
there must be set up some machinery which will prevent breaking 
out of sudden strikes. Apart from the severe inconvenience caused 
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to the public — ^which in most cases is quite innocent of tbe causes 
that lead to such troubles and are helpless in their redress^there 
is serious danger of outbreak of epidemics which would endanger 
the lives of thousands. The exploitation of the sweepers and other 
employees is not condoned, but neither can the exploitation of the 
public by the strikers be justified as a means of the solution of the 
trouble. 

The Sweepers’ Strike in Calcutta, ended on the 5th July, 
1928. The terms agreed upon seem fair though the grant of strike 
pay seems absolutely unjustifiable. But no agreement seems to 
have been arrived at between the disputant parties that such 
strikes will not be sanctioned until a full discussion has taken 
place or the matter sent up for airbitration or conciliation. With 
such essential services as the scavengers perform the setting up of 
some such machinei’y is imperative. 

While in India strikes and lock-outs are occurring with pain- 
ful frequency, and feelings between the employers and employees 
are being embiitered, in Great Britain, the home of modern indus- 
trial system and trade unionism, steps are being taken to bring 
about peace in industry. Through long and very disappointed 
and sad experience the employers and employees in almost all sec- 
tions of industry have come to realize that the strike or the lock- 
out metliod is not the way to .solve the difficult and highly in- 
tricate problems of Labour and Industry. They are beginning 
to realise that it is only by joint conference and representative con- 
sultation together that any satisfactory solution can be evolved of 
the highly complex and delicate problems of modem industry* 
On the Railways, where some of the best examples of Trade Union 
organisation are to be found, this Peace in Industry movement first 
originated, and since then other groups of industries have taken 
it up till at last the General Council of the Trade Union Congress 
itself has taken up the matter in right earnest with some of the 
employers’ group. As a result of this action the Report of the 
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Industrial Committee appointed to find out ways and means of 
establishing peace has been accepted by the Council o-f the 
Congress. The Joint-Committee, more commonly known as the 
Turner-Mond Conference, after six months of discussion have been 
successful in issuing a Eeport which covers a very wide range of 
matter. These conversations first began personally and informally, 
but then they had official recognition in so far as it had repre- 
sentatives of the Trade Union Congress and the Heads of the great 
industrial undertakings led by Sir Alfred Mond, now Lord 
Melchett. 

The Committee consisted of 50 members. They have set down 
six resolutions, and if these are accepted by the Congress 
and by the Confederation of Employers^ Associations and the 
Federation of British Industries, it will mean a great move for- 
ward in the conduct of British Industry and the relationship 
between Labour and Capital. The most important is the one re- 
garding the immediate establishment of a National Industrial 
Council. Tliis will not be altogether a new experiment as such 
a body did exist and function during the War under Mr, Lloyd 
George’s government. The representatives on the National In- 
dustrial Council will be nominated on the one side by the National 
Federation of Employers’ Organisation and the Federation of 
British Industries and on the other by the General Council of 
the Ttade Unions’ Congress. 

One of the functions of the Indus! rial Council will be to estab- 
lish Conciliation Boards to investigate any trade disputes referred 
to them by parties before a lock-out or a strike is declared. The 
entire machinery is to be on a voluntary basis, there is no State 
compulsion involved. 

The three main functions of the Council will be, if approved, 
to hold regular quarterly meetings for general consultation on 
the widest questions concerning industry and industrial progress, 
to establish a Standing Joint Committee for the appointment of 
Conciliation Boards, and to establish and direct machinery for 
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continuous investigation into industrial problems. We trust the 
Report of the Committee will receive -sanction from both sides and 
thus usher in a new era of peace in Industry and bring increased 
prosperity to the peoples of the British Isles. 

We are glad to learn that at the Sixteenth Trade Union Con- 
gress in September next at Swansea the Mond-Tumer Conference 
Repoii; will form the principal subject of discussion. 


We welcome the annouiif^ement of the Gt)vernment of India 
relating to the exclusion of women working under-ground in mines. 
Such a move was long overdue The measuie is characteiisticallly 
cautious in its prohibitions, so that it w'll not be till the 1st April, 
1939, that women will have ertireily disappeared from workings 
below ground. But taking all factors ini;o consideration it is 
probably wisest to go slow. In the main coalfields (viz., Bengal, 
Bihar and Orissa and the Central Provinces), and the Punjab Salt 
mines, as a special consideration it has been provided that the 
number of women employed from April 1, 1929, should not exceed 
the average number employed in 1926, and thereafter there would 
be a 10 p.c. reduction annually. As to other mines, women will 
be prohibited from working under-ground from April 1, 1929. 
These regulations will not apply to quarries or to open workings. 
We wish that the rate of reduction were put at a higher 
figure, say 25 p.c. For we feel that when the owners realize that 
the elimination of women labour from under-ground workings is 
irevitable, they will make all the necessary adjustments to meet 
the situation and w’ill for their own peace wi.sh to reduce the 
length of the tiansition period. Government have promised to 
consider suggestions to these regulations received before the Ist 
October, 1928. 


The strike at Sholapur Mills has also ended, certain con- 
cessions being made by the Management. 


14 
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Th^^liird British Commonwealth Labour Conference opened 
on the 2nd July, 1928, in London. Delegates representing in- 
dustrial and political Labour movements in the various parts of 
the British Empire were present. The subjects discussed were 
Migration, State-trading within the Empire, and inter-communal 
political relations. Mr. Ramsay MacDonald presided at the open- 
ing session. 

Diwan Chaman Lai caused a great sensation by withdrawing, 
along* with other Indian delegates, from the British Commonwealth 
Labour Conference on the matter of the Simon Commission. It 
would appear that due to technical reasons the resolution which 
the Diwan wished to move regarding the Simon Commission could 
not be permitted. If this be the case, the Indian Delegation, w© 
think, should not have withdrawn however great may have been 
their resentment at the decision. But the subje<*t of the Simon 
Commission, in spite of being definitely political could not, as 
one would imagine, be precluded from this Labour Conference, 
because this Conference does discuss the questions of Inter-Oom- 
monwealth political relationships and it might have been discussed 
there. We do however feel that Avhatever particular views the 
Delegates might themselves have held on the subject the strength 
and development of Trade Unionism in this country itself did not 
warrant their action in London. The mass of the workers in 
India are so ignorant and so economically depressed that they 
themselves have hardly any notions about Politics, the CaAvnpoi’e 
Trade Union Congress Eesolution notwitlistanding. 

The next meeting of the British Commonwealth Labour Con- 
ference will be held in London in 1930. 


The Bombay Municipal Corporation, which appointed a 
Special Committee to consider the advisability of granting relief 
to the families of the mill-strikers decided against the proposition. 
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The Ninth All-India Postal and B.M.S. Union (MadriB Circle) 
was held at Secunderabad, Hyderabad. Mr. N. M. Joshi presided. 
Mr. T. P. Mukerji, th^ General Secretary of tlie All-India Union, 
was also present. In the course of his Presidential Address 
Mr. Joshi said that the Post Office Unions were the best organised, 
and they should take the lead in the formation of a Federation 

I 

of all Government Service Associations. He said that Govern- 
ment was the biggest employer of Lubour of all kinds, and an 
elfective federation would help not only the cause of Laboir in 
Government but also in private industry. He als) suggested 
that the men recruited for the higher rip^iointments, who were 
now directly selected, shouhl be ippointed after successfully quali- 
fying in an All-India test; and furihermore that tnese poists 
should be filled departmentally by men in the lower grades who 
had show'n special abiliUes and qualifications. He did not approve 
of Post Office revenue being utilized to assist the Telegraph and 
the Telephone Departments, as these were mostly used by the 
richer sections of the community. He felt that these suiqiluses 
should first be utilized for the extension of postal facilities in 
rural areas, then to the improvement of the pay and prospects of 
postal employees, and lastly for the reduction of postal charges, 


The Tlengal Government intend to ask for the increase of 
pay of the Police constables from Es. 18 — 22 to Es. 22 — 26, and 
are going forward in providing better housing conditions for the 
constables both in the town and rural areas. We commend this 
move. We feel that all subordinate service men, who are the 
pivots of some of the most vital services of the Government, should 
be decently paid and housed so as to attract decent and educated 
men into these services. 


The strike of the East Indian Railway workers at Lillooah 
ended suddenly on Monday, the 9th July, 1928, on its I34th day. 
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Mr. K. C. Mitra, the Strike Leader, himself leading the 6 to 7 
thousand men to the workshop gates. Mr. W. 0. Mould, Deputy 
Chief Mechanical Engineer, received the men, and on their in- 
dividually signing a pledge allowed them to enter the works. 
The strike ended with the unconditional surrender of the strikera. 
So has ended this sad and tragic fight. It involved about 12,000 
workers. 

S.K.B. 
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The Economic Consequences op Mh. Churchill. By J. M. Keynes. The Hogarth 

Press, London. 1925. Is. 

This essay belongs to the category of ephen.eral literat'jre, and whatever 
value it may have poRses8e<l in 1926. it has ceased ,o })ossess any at the present 
day. Of course, it is written in the usual brilliant and pungent style of Mr. Keynes 
and it may have some place in the hutoiy of controversisl post war Literature 
in England, 

The essay was written to attack the monetary policy of the Baldwin Govern- 
ment — the policy of return to Golil. No doubt, that policy did produce some 
of the harmful effects which Mr. Ke^mes has mentioned. It did involve the 
curtailment of cre<lit, the fall of exports, an increase in unemployment, and 
meant a heavy strain on the country. That is th > price which a country has 
to pay temporarily if it follows a policy of deflation. But the question is, whether 
such a price is justified or »'ot ! 

One of the chief reasons for the adoption of this policy was to restore the 
financial supremacy of London in the international world, and Mr. Keyijes him- 
self admits in his article on ‘ The British Balance of Trade, 1925 — 27 ’ in the 
Economic Journal of December, 1027, that free international balances are again 
coming to England. And he records that “ the city opinion basing itself on 
general observation of facts does not doubt that the return to gold restored the 
position of London as a depositary along with New York of foreign balances.” 
As a matter of fact the policy pursued by Mr. Churchill has justified itself by 
its results and the attack of Mr. Keynes has been proved futile by events. 

Gurmukh N. Sinqh. 


.In Economic History of Modern Britain : The Early Railway Age — 1820 — 1860. 

By J. H. Clapham. The Cambridge Unhersity Press. 1926. Pp. 623, Price 

26b. net. 

Mr. Clapham has already made his mark as an economic historian by his 
book — * The Economic Development of France and Germany.’ The distinction that 
that book brought him wdll be well sustained by the present volume. This covers 
a short period of thirty years, during which the economic conditions obtaining in 
Great Britain are described in a minuteness of detail all its own. The author 
has searched every nook and corner of Britain for material and has placed before 
us enlightening facts about all the phases of the economic life of that country. 
The width and depth of his researches are admirable and the scholarly way in 
which the whole material has been^put together is excellent. The volume, although 
it requires patient reading is w^orth perusal by* all those who wish to get an 
authentic and comprehensive view of economic Britain during the period dealt with. 
The volume will also prove a valuable guide for the treatmeut of similar subjects 
in relation to other countries. 
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The volume is divided into two parts — (1) Britain on the EVe of the Kail way 
Age — ^1820 — 1830, and (2) Early Kail way Age, 1830 — 1850. The phases of the 
British economic life treated in the periods are agriculture, manufactures, com- 
merce, money, banking and insurance, population, communications, economic 
activities of the state, and life and labour — all, in their various ramifications. It 
is not possible to give, in the short space at our disposal, an adequate idea of all 
these phases. We will, therefore, content ourselves with noting brieily, certain 
points about the important theme of communications although, it must be said, 
that the other topics treated in the volume are, by no means, less important. 

When the period covered by the volume opened, the means of transport and 
travel in Great Britain were excellent. The roads were (juite efficient; although 
a bit inferior to those of Sweden, yet they were as good as those of France where 
“ Scientific road-making was an older art than in England.” The canals, how- 
ever, were unique. Nothing like the British canal system could be witnessed 
anywhere on the Continent. The canal system had ” within the short space of 
half a century” linked up ‘‘opposite seas; river basins separated by numberless 
chains of hills and mountains ; industrious towns ; fertile plains ; and inexhaustible 
mines — a system more than 1,000 leagues in length, noon an area not equal to 
one-fourth of France ” (p. 75). 

The British canal system was practically complete by 1830. Its development 
had, from the beginning, been greatly influenced by the question of transporting 
fuel — coal — but although the transport of coal was very important, it was only 
secondary to the movement of merchandise. But during the period of the ascend- 
ancy of the canals, partly owing to the absence of competing systems of trans- 
port, no improvement had been effected in the types of boats used, so that the 
canals were not ‘‘ markedly more efficient ” when the canal versvs railway con- 
troversy started in 1825 than they had been previously. 

The proponents of the railway pointed out that the railway was not a new 
thing in England : Wooden railway roads w^ere started in the time of Charles I, 

iron-wheeled w^aggons were used about 1750, cast-iron plate rails between 1767 

and 1776, and cast-iron -edge rail in 1789. Bai'hvay road developed greatly after 
1790 with the development of mining and metallurgy. But, all this while, horses 
had been used for traction : the locomotive had not come yet. B came in 1823 
and was successful by 1829, although the victory it achieved was not easily won. 

This is clear from the fact that even in 1834 the directors of the Carlisle Line, 

wduch w^as nearing completion, were discussing horses. The reason was that the 
locomotive was ‘ imperfect and, to the general public, unknown.’ But when both 
these obstacles in its way w'ere removed, the locomotive railway easily triumphed 
over its rivals — canals and roads. Between 1825 and 1835 as many as 54 Kail- 
way Acts went through Parliament and during the years 1836 37 39 more were 
passed. From the last date till 1844 there was a general lull in railway con- 
struction. But enthusiasm again aw'akened in 1844. From 1846 ‘‘ The railways 
of the country, still far from complete, wrere setlling down into a system ” (p, 350) : 
some amalgamations took place. 

The canal interests struggled hard against the railway, but to no purpose. 
Then, realizing that their day was over, they became ready to w’ind up. Bo the 
railw’ays bought or leased 948 miles of canals which left *‘ some 2,760 miles of 
independent canals in Great Britain ” (p. 398). 

Like the canals the turnpike trusts also fought and went under. The railway 
age began its thus far triumphant career. 


G.I).K. 
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Tiys Gemebal Pbobeems ob rsYCHOLOGY. By K. MacDougalli Ph.D. The Mew 
York University Press. , 

This book IS a valuable addition to Professor MacDougall's already substaa- 
tial contribution to the iapi”y gn wing literature on Psychology. It contains a 
critical examination of the peneial problems of Psychology. These problems are 
three fold (1) to determine the aims and point of view of the science, (2) to 
discuss the sudability ol the \drjoiib technical methods that may be employed in 
psychological investigation, and (3) to make clear the value of the apidication of 
psychological principles to the varioiib branches of human knowledge and activity. 
These problcnifa are subjects not for investigation but for refleHion and criticism. 
Pbychologists have been la: too intent on collecting dat<i and deducing conclusioiib 
to pay much attention to these gcncial jiroblems. l>ut no science can afford to 
ignore them altoge^lni, i< it is to dev lop on right hues. Prol. MacDougali has, 
thereloie, rcndeied uselul scivice to l‘s>chology by wTitiiig this book. 


s.c.c. 
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Mahadev CioviND Eanade. By James Kellock. Association Press, Calcutta. 19ii6. 

Price Ks. 1-4. Builders of Modern India Series. 

Mahadev Govind Hanadc was one of the greatest sons of India. He was a 
patriot to the backboiie, and his patriotism expressed itself in regard to almost 
every problem of the country. Her sexual, religious, political and economic prob- 
lems he approached for solution in the right sjun^ At a time when most of the 
Indian nationalists were being swept off their feet by the real or imagined wrongs 
that India was said to be suffering at the hands of her foreign masters, Banade 
kept his balance. He studied every question wnth an unbiased mind before giving' 
his judgment. Take, for example, the economic problem of India. This is a 
problem of poverty. Tlanade diagnosed its causes and suggested remedies accord- 
ing to his light. But amongst the causes the Home charges whicli had come to 
be termed the drain " did not find a place. He analysed the true nature of 
these charges and assessed them at their proper value. Again, he was not averse 
to foreign capital ; its import he regarded as useful for the development of the 
country which lacked capital. And his idea of foreign competition, which was 
responsible for the dependence of India upon the single resource of agriculture 
and hence for her poverty, w^as sound. “ Foreign competition,” ‘said he, ” not 
because it is foreign, but because it is the competition of nature's powers against 
man’s labour — it is the competition of organized skill and science against ignor- 
ance and idleness — is transferring the monotioly not only of w'ealth, but what is 
more important, of skill, talent and activity to others.” This soundness of thought 
characterized Banade ’s handling of all other topics as well. A good notion of 
Banade ’s view's on them can be got from a study of Mr. Kellock’s book. 

The book is divided into fourteen chapters and discusses every aspect of 
Eanade’s life very clearly. The get-up of the book is good. The publishers 
deserve congratulations on that, as well as on their efforts to bring out this useful 
and handy series of Builders of Modern India. 

X 


South Indian Gilds. By K. B. B. Sastri. The Indian Publishing House, Ltd., 
Madras. 1925. Pp. 48. Price Be. 1. 

In this pamphlet, the author gives us a notion of the existing gild organiza- 
tions in tow’iis like Madura, and some villages, of South India. The merit of 
the pamphlet lies in the fact that the author has made himself personally 
acquainted with what he describes, but its demerit is that he only notes some 
of the points of contact between these Indian organizations and the medieval 
gilds of Europe, and not also the points of difference. These latter it is necessary 
to have before us in order to properly see how far the Indian gilds approach the 
position of the European. The fact is that in India castes, being professional, 
necessarily carried on, and, to a small extent generally, still carry on, some of the 
functions of their medieval brethren^ but the functions have pertained more to 
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iooiAl and religioua than to industrial regulations, Except in highly organised 
gilds, say, as those of Madura, where the regulations affected all caste aotivitieftr 
But leaving that aside, we think that Mr. Sastri has done well in pointing out 
the advantages that will accr? fron^ the Indian gild organizations being given 
a proper and recognized footing. 

X 


SoMB Aspecjts of the Indian Curbency 1’bodlrm. By V, L. Chablaui, M.A. 

Be. 1. 

This small pamphlet is the contribution of Mr. Cbablani to the polemical lite- 
rature on our currency issues of the last ;,ear. It is a collection of five newspaper 
articles and one address delivered by him last year under the chairmanship of 
Sir Basil Blackett, The contents and general tone of the publication oeing ■what 
they are, it does not call for an extended notice so far as the readers of the 
iournal are concerned. Mr. Chablani is a str ng s-ipporter of the Gold Bullion 
Standard, and considers it to be a very gre' t imp’^ovement on our pre-war system 
It is easy to agree with a number of poinis which he urges in its favour ; hut when 
h^ contends that the Gold Bullion Standard will g ve India a stable monetary 
unit, he puts forward for it a claim which will not be ciccepted even by its most 
ilwrdent admirers. The establishment of convertibility of a currency into gold 
^'i^ullion, even w'thout limit and ^or all purposes, is no guarantee against fluctua- 
'tions in its purchasing power. On account of the exclusio*) of gold currency from 
.active circulation, any discrepancy between the purchasing power of currency and 
its fixed gold equivalent will not necessitate the expan don and contraction of 
currency. Fisher’s plan which provides for the exchange of currency into varying 
quantities of gold, may possibly be effective for the purpose, but the system, which 
is now in operation, in England, and which is to be introduced in India, cannot go 
a long way in stabilising the value of ciirrencj in any country. Mr. Chablani has 
also laid what is, in my opinion, undue stress on the bearing of the tariff on the 
ratio problem. It is not necessary to examine his argument in detail, but the fact 
that our tariff is mainly a revenue tariff, ought to suggest tho inexpediency of 
stating * that the strongest argument against the Commission’s recommendation is 
that it seeks to nullify the protective effect of our tariff.’ This consideration is 
|ot held to be of any consequence by him, but is a conclusive reason for ques- 
tioning the soundness of his argument. The general conclusions of Mr. Chab- 
lani are sound in most cases, and if arguments used by him in their support appear 
at times to be of doubtful validity, it is necessary to remember that in carrying 
on a controversy in the press over an issue, the complexity of which few can 
or care to understand, it is not easy to maintain an air of academic detachment. 
The pamphlet is well worth reading by all who want to fiil’y understand ail 
aspects of our currency problems. Mr. Chablani has emphasized certain points 
which are generally overlooked by most of the writers on the subject. 

Gvanohanx). 
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1. China’s Industries and Finance. By T>. K. Lieu, the Chinese Government 
Bureau of Economic Information. Nan Ho Ten, Pdsing, 20, Museum 
Boad, Shanghai. 
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Koutledge & Sons, Ltd., Broadway House, 68 — 74 Carter Lane, London^ 
E.C. 

8. Patna Coltege Chanakya Society Fourteenth Annual Report, 1926-27. 

4. The Facts of Industry : The Case for Publicity. Macmillan & Co., 
Limited, St. Martin’s Street, London. 

6. Economics of Khaddar. By Richard B. Gregg. S. Ganesar, PubUidier 
Tnplicane, Madras, S.E. 

6. Administration Report op the Idar State for the year 1926-27. B, 

Kotak, Pevvan, Idar State. 

7. The Russian Experiment, 1917— -27. By K. T. Shah. Pubhshera : D. B. 

Taraporevala Sons & Co., 190, Hcanby Road, Bombay. 

8. Budget Note for the year 1337 Fash. (7th October 1927 to 61h October 

1928 A.D.) By A. Hydari. Prepared for H. E. H. The Nizam’s Govern- 
ment. Thiblished by the superintendent. Government Central Press, Hydera- 
bad, Deccan. 

9. The Commission and Aftfji. By a Liberal. Published by Messrs. D. BJI 

Taraporevala Sons & Co., Bombay. 

10. Economic Principles fob Indian Readers. By Dr. Praphullachandra 
Piiblislied by Sir Isaac Pitman & Sons, Ltd., London. 

IL Great Britain from Adam Smith to the Present Day, By C. R. Fay> 
Published by Messrs. Longmans’ Green & Co., Ltd., Paternoster Row,. 
London. 

12. Hazrat Amir Khusrau of Dkijii. By Mohd. Habir. Published by Messrd 

Taraporevala Sons & Co., Hornby Road, Bombay. 

13. THfc Political Economy op Free Trade. By Rt. Hon. J. M. Robertson, 

Published by Messrs. P. S. King*& Sons, Ltd., Orchard House, Wesf. 
minster. ^ 

14. Rm OKT OF THE CONTROLLER OF THE CUBBENCY FOR. THE YBAA 1927-28, CALCXITTiW 

* 

Govt, of India Central Publication Branch. 

16. The Size and Distribution op Cultivators’ Holdings in the PuimahI 
The Board of Economic Enquiry, Poniab. 

16. Priubb of Cq-ofsaation. By H. L. Eaji, Bombay Provincial Co-<^B«atlW 

Institute. 

17. Indpan Economics. By G. B. Jathar & S. G. Beri. Published by D. B. 

Taraporevala Sons A Co., Bombay. 

18. Indian Finance in the Days of TKFi Company. By Pramatha Nath Banarjea. 

Published by Macmillan A Co., Ltd., St. Martin’s St., London. 
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The terms of reference were ‘ to examine and repoirt on the 
present conditions of agriculture and rural economy in British 
India and to make recommendations for the improvement of 
agriculture and the promotion of the welfare and prosperity of 
the rural population ; in particular to investigate : — 

(a) the measures now being taken for the promotion of 

agricultural and veterinary research, experiment, 
demonstration and education; for the compilation of 
agricultural statistics; for the introduction of new 
and better crops and for improvement in agricultural 
practice, dairy farmings and the breeding of stock; 

(b) the existing methods of transport and marketing of 

agricultural produce and stock; 

(c) the methods by which agricultural operations are 

financed and credit afforded to agriculturists; 

(d) the main factors affecting the rural prosperity and 

welfare of the agricultural population; 

and to make recommendations. 

This was truly a comprehensive enquiry. The Commission, 
however, was not to regard as within the scope of its duties the 
making of recommendations on the existing systems of land owner- 
ship and tenancy or of assessment of land revenue and irrigation 
charges, or the existing division of functions between the Govern- 
ment of India and local Governments. The Commission, how- 
ever, was at liberty to suggest means whereby the activities of 
the Governments in India may best be co-ordinated and to show 
how the Government of India may supplement the activities of 
local Governments in this all-important industry, 
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The exclusion of laud tenures^jjlJid land revenue from the 
purview of the Commission may be, and has indeed been, the 
subject of criticism in some quarters. This is not unreasonable 
because a bad landlord can still impose an extra annal in the 
rupee on his tenant’s rent to cover the cost of his extravagances 
without in many cases any definite breach of the law. Land 
tenure in many parts of India, for example in the United Pro- 
vinces, is preca}*ious. The Permanent Settlement intiouuced by 
Oomwallis has enriched a class in Bengal . nd elsewhere, whose 
contribution to the budget is fixed and it has not conferred ad- 
vantages to tenants to the extent hoped for in. 17^3. It has 
deprived Government, desirous of spending on the nation-building 
departments the sums so necessary, from increasing its land 
revenue. Cornwallis believed that the zemindar would make a 
settlement with the ryot as a ‘ prudent tnistee of the public 
interest.’ Sir John Shore, afterwards I>ord Tcignmouth, Corn- 
wallis’ adviser, strongly objected to the Permanent Settlement 
because without the fixing of the ryot’s rights the landlord would 
be able to have his tenant at his mercy. Remedial legisilation 
has subsequently mitigated the hardship of the peasant. Similar- 
ly, in non-permanently settled areas some argue that without a 
reform in the land system rural prosperity cannot greatly increase 
without a more or less fixed demand in peri)etuity. With 
this view one cannot agree, but every efiort should be 
made to ensure that, with an increase in production, the 
^ landlord will not come down on the tenant and take a dis- 
proportionate share in the results of improvements made by the 
cultivator. In Bombay, for example, care is taken io see that 
improvements made by cultivators are not taken into consider- 
ation in fixing the State demand. A greater security of tenure 
and at least a temporary fixation of rents in certain areas would 
give the tenant cultivators a greater incentive to improve their 
lands. On the whole the exclusion of land tenures and the assess- 
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meat of land from the scope of the enquiry was wise. It brings 
into prominence the vital factors which are even more urgent 
and indeed more easily solvable. 

Ill 

What then is the real problem Ho one who has any ex- 
perience of agricultuial statistics can fail to see the answer. 
It is this. In India one person is required for the cultivation 
of 2*G acres while in England one person can deal with 17*3 acres. 
The Indian Industrial Commission brought this clearly out in their 
Export. The yield so far as it is comparable is from two to two 
and-a-half times as great as in India^ and the outturns vary very 
much more from area to area in India than in England. " The 
best in India/ says Sir Charles Low formerly an experienced 
Director of the Central Provinces, ‘ is little, if at all, behind the 
English average; the worst compares closely with English yields 
in the 14th century and can be improved as they have been.’ 
Agricidtural technique has greatly improved in ceitain areas 
with undoubted advantage to the peasantry, thanks to the work 
of the Central Agricultural Institutions under the charge of the 
Government of India and of the Agricultural Departments of the 
Provincial Governments. The general average however of Indian 
production and Indian rural welfare is, all things considered, 
lower than that which prevails in some Asiatic and in all 
European States. The scientific organisation of production is 
pressing indeed. The terms of reference included an enquiry 
into the question of agricultural credit and indebtedness, perhaps 
the gravest of the many handicaps to rural prosperity in India. 
One must be careful not to overstate the case of the poverty of the 
ryot. His life is not always squalid and meagre. He has his 
own comforts and adornments, his dress for festive occasions, his 
brass and copper vessels, his plough cattle, his milch cow or 
buffalo, and cart. Like the village money-lender he does not 
have tables and chairs because he prefers to sit on the ground. 
About 32 years ago a first class settlement efficer, now Sir BegL 
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nald Craddock, made investigations in a district to classify the 
tenantry of every village in his district. He divided them into 
four classes; — 

(1) ^ Those well-to-do, who lent money and grain; 

(2) Substantial cultivatoi's, comfortaMy off and quite free 

from debt; 

(3) The average ryot, indebted, but Vithin his credit, 

without any mortgage on his lands; 

(4) Two categories: — 

(a) Cultivators s^^riously involved in debt and 

wuth holdings mort'jaged; and 

(b) Very petty cultivators with little or no credit. 

This was what may bo termed the helpless 
cultivator. 

The results were in each class as follows : — 

Class (1) from 5 to 10 per cent. 

„ (2) „ 15 to 25 

„ (3) „ GO to 75 

„ (4) „ 5 to 10 

In poor villages (1) and (2) would be few but (4) was seldom 
more than from 15 to 20 per cent, of whom very few fell within 
the second group of this class. 

Care must be taken not to base too much from a limited 
range of instances. As every one knows, villages vary with the 
depth and quality of the soil, the soiPs capacity to retain mois- 
ture, and other factors. In Gujarat these figures would not be 
far out on the whole, and they are of much interest. They are 
not — a caveat is necessary — to be regarded as precise and as 
applicable to the entire agricultural population of the whole of 
India. 


9 } 99 

9 9 99 

*> 99 
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The mast glaring difficulty is the blight of illiteracy that 
exists up and down the countryside. That is the root of all the 
evil. In India, at the last census the number of persons who 
were literate in the sens© of being* able to write a letter in any 
language and read the reply was 22*0 millions or excluding 
children under five only 8*2 per cent of the population. The 
percentage of literacy among the total population of 20 years and 
over is but 17T for jnales and 2 for females. The Commission in 
Chapter XV on Jiducation emphasises their ‘ considered opinion 
that illiteracy presents the most formidable single obstacle to 
rural development in the widest sense. The fact that of the 
population of twenty years of age and over, nearly ninety per 
cent cannot be reached directly by the printed word creates a 
barrier between them and every branch of useful knowledge. The 
resources in personnel and money which are available are entirely 
unequal to the task of helping the mass of the cultivators by the 
spoken word. It is the more unfortunate that it should be so, 
as the evidence we received shows that the niral community is 
by no means sIoav to adopt any form of improvement, of the value 
of which it is convinced. We are persuaded that the only hope 
of substantial i)rogress lies in the mobilisation of all the available 
forces, both public and private, in a deteimined attack upon 
illiteracy.’ The heart of the problem is the spread of literacy 
among w^oinen and the introduction of compulsory primary educa- 
tion to be measured by decades. 

There are other factors of no less difficulty. For example, 
Indian veneration for the cow has starfling economic results. 
The annual economic loss caused by 25,000,000 superfluous cattle 
is more than four times the land revenue. In his Presidential 
Address at the last meeting of the Indian Economic Association 
the President was of opinion that no important economic change 
can take place without influencing popular Hinduism. He 
instances the fact that in the more developed parts of the Punjab 
‘ with its higher standard of living, the Hindu, pressed no doubt 
by economic necessity, has begun to realize that he cannot afford 
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to maintain old or bad stock in his lyres. ... An enquiry wa^ 
recently made in ten villages belonging to Brahmins, Rajputs, 
Jats, Sainis, and Labanas, all Hindus, to discover the number 
of disabled and useless cattle maintained on leligious grounds. 
It was found that not a single bullock was kept which was unfit 
for work and that the moment an animal drops its yoke, the 
earliest opportunity is taken to get rid of it. . . . Enquiry was 
also made to discover how many cows ther<?i were in these ten 
villages which had given no milk for 18 months and had shown 
no signs of calving again. Only two were found though the 
villages contained over /)00 cows, and of the two one was kept 

by a Mohammadan A generation ago there was hardly a 

Hindu who did not set aside a portion for his cow before sitting 
down to a meal, but now there is hardly one in a hundred who 
does this.’^ This doubtless applies to the advanced portions of 
the Punjab only and would be the exception, so far as the 
superfluous catile is concerned, in India generally. In Gujarat 
especially, conservatism is ingrained, and this is well seen, too, 
in the attitude towards animal life. There is a great reluctance 
for religious reasons to kill any animal, and thus the animal 
world is not kept in its place. It competes with man for the 
produce of the soil. An Expert, who gave evidence before the 
Commission, estimated that the average loss of grain and fodder 
and fruit crops from animal depredations was from; 10 io 20 per 
cent of the total yield. Thus monkeys, pigs, peacocks, porcu- 
pines, etc., are permitted to consume what ought not to be con- 
sumed by them. It must be left to Hindu theologians to discover 
a solution of the conflict between economics and transmigration. 
There are other factors much less difficult. There is the wastage 
from disease such as malaria, plague, cholera, and hook-worm. 
There is wastage from diet deficiency. Colonel McCarrison of the 
Indian Medical Service and Japanese scientists have been doing 
considerable research work in connection with diets. He found 


t Indian Journal of Economics, Jan, 1998, page 487. Mr. M, L, Darling, X.0.8. 
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that the diet of the Sikhs and Pathans, while the same aa that 
of the Madrassis in quantity, differs remarkably in components. 
The latter took milk in the form of curds and cheese, leafy 
Tegetables, and a small amount of animal food-materials which 
were lacking in the general diet, and this may explain the greater 
stature of the former. There is mon'over no question that 
nutrition is directly responsible for ceriain diseases. There is 
again the fact of the recklessness of the village borrower who 
accepts indebtedness as a settled fact. Thirty-six per cent is the 
usual minimum and even in the Punjab legislation dealing with 
indebiedness does nol prevent rural money-lending from ranking 
second in the yield of income tax. The burden of debt is heavy, 
mainly because the peasant accepts indebtedness as a ^ settled fact 
and a natural state of life.* Marriages, funerals, pilgrimages and 
other religious festivals are occasions when profuse expenditure 
bearing no relation to income or capital is made in accofdailc ' 
with social and religious custom. The author of the interesting 
book ‘ The Punjab Peasant in Poverty and Debt ^ has given 

V 

examples where cultivators have spent ten, twenty, and even fifty 
times their annual rental on the purchase of a suitable wife for 
himself or for his sons and on the festivities which a wedding 
necessitates. Ghifts of jewellery form sometimes ono-half or two- 
thirds of the expense of marriages. 

IT 

The recommendations of the Commission, if accepted, will 
revolutionize Indian agriculture to the great benefit of the 
cultivator. Some of the recommendations will take decades to 
complete, and others cannot bear fruit in the immediate future. 
An agricultural policy has been outlined and it is here that the 
lasting value of the Report lies. It is doubtful whether the 
Reforms have assisted in the application of science to agricul- 
ture, as the Central Government was no longer concerned with 
agriculture in the provinces to the extent that hitherto had been 
the case. Agriculture became a transferred subject under a 
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Minister. The Central Government, except to the very limited 
extent in regard to its powers of superintendence and contiol over 
transferred subjects, ha^s, of course, no longer concern with trans- 
ferred subjects. No provision was made for the co-ordination of 
the central institutions for research with those in the provinces. 
This has hindered rather than assisted the application of science 
to agriculture. It has been said that the gr^^test fertiliser re- 
quired by Indian agriculture to-day is finance. There is some 
truth in this. The provinces alone, with a revenue of about 
ninety crores of rupees, are spending on agriculture, excluding 
veterinary charges and co-operative credit societies, only Rs. 117 
lakhs or 1*3 per cent, or, if vet»..rinary charges and co-operative 
credit societies be included, Rs. 207 lakhs or 2*3 per cent.* The 
following table in rounded figures gives the salient facts : — 

EXPENDITURfc ON AGRICULTURE, 1926-27 


(Figures are in lakhs) 



Agriculture.* 

Veterinary 

charges. 

Co-operative 

Societies. 

Total. 

Central Government 

17 

8 


25 

Madras 

10 

8 

7 

31 

Bombay 

17 

f 

5 

27 

Bengal 

12 

4 

5 

21 

United Provinces . . . 

22 

5 

3 

30 

Punjab 

22 

13 

9 

44 

Burma 

9 

5 

4 

18 

Bihar & Orissa 

6 

; 4 

3 

18 

Central Provinces ... 

11 

3 

2 

10 

Assam 

3 

1 

1 

1 

5 

Total ... 

135 

50 

1 

39 

230 


^ Including works. The figures in this table are given to the nearest lakh 
(Fin. and Hev. Accounts, Table No. 58- A, 1926-37) and exclude approximately 
ten lakhs, charges under Agriculture in England. 


2 Table 58- A, Finance and Bevenue Accounts, 1926-27. 

2 
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It is not possible within the limits of a paper such as this 
to set out ull the main recommendations, much less to criticize 
even the most important. It is, however, possible to sketch the 
policy as outlined by the Commission in such a way that he who 
runs may read and reading understand. The broad conclusion 
of the Commission is, a better life for the villager is absolutely 
necessary, and to achieve this concerted effort is a sine qua non* 
The responsibility for initiating steps must rest with Government — 
both the Government of India and Provincial Governments. 

‘ If,’ says the Commission, ‘ the inertia of centuries is to be 
overcome, it is essential ihat all the resources at the disposal of 
* he State should be brought to bear on the problem of rural uplift, 
iWhat is required is an organized and sustained effort by all those 
departments whose activities touch the lives and the surroundings 
of the rural population.’ Sir Muhammad Habibullah, Member in 
charge of Education, Health and liands in the Government of 
India, has lost no lime in calling a Conference of Ministers of 
Agriculture to discuss the proposals and the Conference began 
its sittings early in October. It is understoo<l, Provincial 
Governments are also considering the proposals in order to follow 
the course set by the Eoyal Commission. 

The peasants’ great hope of salvation, the Commission right- 
ly believes, lies in the extension of well-organized co-operation 
based upon careful education and scientific training. In the view 
of the Commission the progressive adoption of compulsory educa- 
tion is the best basis of co-operation. Official action in this 
direction, aided by educated Indian opinion, will in the meantime 
be necessary. The spread of literacy among women will result 
in lasting literacy among the young. Compulsion should be 
introduced as rapidly as local conditions permit, and should be 
preceded by a campaign of explanation and persuasion. Wher- 
ever possible, the policy of establishing " central ’ schools should 
be adopted and ^ single teacher ’ schools converted into ^ branch ’ 
schools. Teachers should be recruited to the utmost practical 
extent from men of rural origin and upbringing. Ifo attempt 
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should be made to teaeh a.griculture to boys in primary ‘schools, 
but vernacular middle schools on the lines of the Punjab experi- 
ment, which . include agriculture as an optional subject in the 
curriculum, should be encouraged. The Commission believes, 
there are advantages in meeting the populai* demand for the 
teaching of English in vernacular middle schools, and the addi- 
tion to the curriculum of high schools in rura! areas of a course 
in agriculture on the lijies of that given in vernacular middle 
schools of the l^unjab type, but of a more advanced character, 
would be productive of good results. Agricultural Colleges should 
be affiliated to Universities. 

With more and better education as outlined in Chapter XV, 
most of the problems touched on in Chapter XIV (The 
Village), Chapter XITI (Co-operation) and Chapter XII (The 
Finance of Agriculture) w^mld not be difficult. Moreover, the appli- 
cation of science to agriculture and animal husbandry would 
follow as a matter of course. The half-hearted attitude to re- 
search would soon disappear. Imj)ortant recommendations arc 
in this connexion put forward, viz., the creation of an Imperial 
Council of Agricultural Research of 39 members, three of whom 
would be whole- time members. 

The Council would be entrusted with the aclminisl ration of 
a non-lapsing* fund of Rs. 50 lakhs, to which additions should 
be made from time to time as finances permit. It is proposed, 
that, of the three whole-time members ihe Chairman should be 
an experienced administrator and the other two eminent scientists, 
representative of agriculture and animal husbandry, respectively. 
A provincial research committee should be established in each of 
the major provinces. There will thus be concatenation between the 
Central Agricultural Research Institute at Pusa and the provincial 
research institutes. 

Several important recommendations are made in regard to the 
diseases of live-stock, to seed distribution and to seed-testing, and 
to the necessity of bringing by demonstration the results of re- 
search into the heart of the village. Other recommendations deal 
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with th& subdivisian and fragmentation of holdings^ irrigatiooxi 
markets, co-operation, and the wiles of the money-lender. 

One of the best chapters in the Report — ^Chapter XVIII — deals 
with the all-important question of statistics, ‘ statistics relating 
to cultivation and ciops; such trade statistics as have an imme- 
diate bearing on agricultural production ; statistics relating to live^ 
stock and implements ; vital statistics, and the statistics necessary 
to an accurate presentment of subjects relating to mral welfare.’ 
The Commission counted among its members several specially 
qualified by experience to speak on these matters. The writer 
remembers a study of the statistical machinery in the Department 
of Agriculture in Washington, where the statistical department is 
perhaps one of the largest and best in the world. No real progress 
in agriculture can be made without full and accurate statistics, 
and the value of these statistics both to the farmer and the trader 
is universally recognised. In the Dominions there is a strong 
central bureau and, as in Australia, also provincial offices. If the 
Council of Research is created, it will, like other bodies be engaged 
in the problem, require statistical information, and the value of 
an efficient central department to the provinces is also clear. The 
Commission recommends that the present statistical organisation 
of the Government of India should be strengthened by the appoint- 
ment of a Statistician of first rate ability as head of a separate 
Department of Statistics, and the appointment of this officer 
should precede any changes in the present arrangements for statis- 
tical work. It is hoped that as a result of his appointment a 
Bureau of Statistical Information would be created, with the ad- 
ministration of which leading economists, scientists, and business 
men would be closely associated (paras. 538-639). 

The Commission has also dealt with the question of population. 
It is true the birth-rate is high but the death-rate is also 
high, and there is very great wastage of life up and down the 
countryside. The League of Nations has recently shown that so 
far as Asia is concerned, population, as compared with 1913, has 
not increased so rapidly as the ouitum of food-grains and r^w 



INDIAN AGRICULTURE AND INDIAN PEASANTS 127 

material, or the quantum of trade. The vaiiation to per cent 
between the population of the census of 1911 and that of 1921 
was only -^ 12 , In the betterment of agriculture in India this 
problem is of considerable interest. Conclusions have from time 
to time been put iorwaid on this question, which do not bear 
examination by the eminently impartial method of statistics. 

The Commission has laid down in broad outline what in their 
opinion ought to be the future agricultural policy of India. The 
solution of the great problem is ihe realization by the peasant 
of the possibilities of improvement bv official action aided by the 
sympathy of educated ^vpinion. The chjiiige of outlook in the 
Indian village, according to Lord Linlithgow and his colleagues, 
must rest on the initiative of Government especially of Provincial 
Governments. It is true that ‘ unless the cultivator has the 
will to achieve a better standard of living and the capacity, 
in terms of mental equipment and of physical health, to take 
advantage of the opportunities which science, wise laws and good 
administration may place at his disposal,’ no real improvement 
is possible. The Commission, however, adds that ‘ we have no 
hesitation in affirming that th(^ responsibility for initiating the 
steps required to effect this improvement rests with Government.’ 
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The appointment of the Royal Commissian on Agriculture in 
India in April, 192(i, raised high hopes iu the minds of the people. 
There were, no doubt, some people who suspected and said it waa 
only an attempt to divert the attention of the country from indus^ 
trial development. They forgot that agriculture was by far the 
most important industry of the country and improvement of agri- 
culture would benefit the largest section of India’s population. 

The Report of the Commission lias not been very warmly 
received and there is a certain amount of disappointment with it. 
Real constructive recommendations for the whole of India are 
difficult to make. The conditions, crops and the problems are so 
diffeieiit in different paits of the country, that it is doubtful if one 
Commission and a common report for the whole country is the best 
way of getting about it. A longer examination of the special 
lems of each province and a separate report for each province would 
have been more satisfactory and useful. No doubt it would have 
meant more time, labour and expense, but all these would have 
been quite woHh while. Had they adopted this course, the 
Commission would at least have escaped the complaint of a 
Bombay critic that the Punjab was not India. That the Punjab 
looms large in the Report cnnnot be denied. But it may be quite 
reasonably argued that the Punjab is doing more in the direction 
of rural enquiiy and rural betterment than any other province. 
The great ability of Mr. Calvert and his intimate acquaintance 
with that province are no doubt to some extent responsible for 
the many references to the Punjab. 

A common report- for the whole country has been issued and 
we must make the best of it., The only way to remedy this 
defect now is for each province to appoint its own committee to 
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consider how fax and to what extent the findings and recom- 
mendations of the Commission are applicable to itself and to 
suggest necessary action. The problems are different not only 
in different provinces bnt in different parts of the same province. 
To take the Central Provinces for example, the problems of the 
cotton-producing districts are different from the problems of the 
wheat-producing Narbudda Valley and the problems of these axe 
different from those of rice-producing Chattisgarh. Some of 
these differences are due to the nature of the crop grown, the 
nature of the soil and the characteristics of rainfall. But these 
are not all. Thus, for example in the cotton country, there is 
very little burning of the cattle-dung and in Chattisgarh that 
is its principal use. In Chattisgarh, on account of the old tribal 
custom (now defunct) of Tiakhabatta and differences in the quality 
of lands in the same village, the problem of fragmentation has 
assumed serious proportions. Nowhere eilse in the province is ®he 
problem so serious. Hence arises the importance of and necessity for 
a small provincial committee. 

Another complaint has been that the Commission have said 
nothing startlingly new. Those, who are familiar with the writings 
of men like Clouston and Howard, will find very little that is 
new in the Report. But, after all, a Commission’s report is not 
the place to look for startlingly new things. Students of 
Economics will find the Evidence volumes very interesting and 
instructive. 

The Report is useful in bringing out clearly what is being 
done in different provinces towards the solution of any problem 
that is common for the whole of India, e.g., the Co-operative work 
in the Punjab and the legislative action in the Central Provinces 
to effect consolidation bf agricultural holdings. But more in- 
teresting and perhaps more universally applicable is the method 
adopted to cheapen improved implements at Hmawbi near 
Rangoon. The Commission suggest: In so far as cost is a 
deterrent to the adoption of even comparatively inexpensive im- 
plements, the agricultural departments would do well to consider 
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the possibilities of mass production of the wooden parts of such 
implements. At the departmental farm at Hmawbi close to 
Bangoon, we saw a striking example of the reduction in price 
which such mass pioduction can effect. The indigenous plough, 
consisting of a wooden fiame and iron share, costs Us. 5 to Us. 6. 
The share costs annas 8 to Rs. 1-8 ai‘cording to size. A strong 
frame, when made by hand, costs Hs. 4-8, but can be turned out 
by machinery in lots of 200 at Rs. 1-12 each, thus enabling a much 
improved shaie costing Rs. 2-8 to be fitted and the whole plough 
to be sold at a p^dce below that of the inferior indigenous plough* 
The result was that the implement recently introduced was selling 
rapidly.” This is an idea indeed. 

The Commission have also done good servi'^e in emphasising 
the importance of assisting agriculture and encouraging the use 
of agricultural improvements by means of lower railway rate. 
On the continent of Europe the railway rate has been used by 
different governments even in the present century for the further- 
ance of national trade. That the railways can help agriculture 
in this way admits of no doubt. It may even be the most paying 
policy for the railw'ays to adopt, for if raoie is produced, as a 
result ii will mean more tiaflSc foi the railways. Thus in con- 
nection with the railway rates on fertilisers, the Commission 
point out: '‘Any considerable mcrease in the crop yield as a 
result of the use of such manures — and for such use price is 
often the limiting factor — ^must eventually lead to an increase in 
traffic and thus benefit the railways concerned ” (p. 94). The 
Commission recommend that railway freight rates on agricul- 
tural machinery and implements should be re-examined and where 
possible concessions should be given (p. 114). Railways do not 
regard sugarcane mills as agricultural implements. This, in the 
opinion of the Cbmmission, deserves examination. The term 
** agricultural implements ” in the tariff schedule should be 
interpreted in the sense most favourable to the interest of the 
cultivators (p, 115). It will be news to many that the railways 
charge the same for a newly bom calf as for a cow and the 
F. 8. 
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Commission recommend free carriage of calves under one 
month. 

With the fodder problem as acute as it is in certain months of 
the year, e.g., from Mai^ch to July in the Central Provinces, it 
is interesting to note the information, supplied to the Commission 
by the Chief Conservator of Forests in the United Provinces, that 
the freight charges make it unprofitable to send even baled fodder 
more than 60 miles by rail. The Commission recommend that the 
railways should charge the lowest rates for transport of fodder 
compatible with their position as profit-earning concerns. In 
this connection it may be important to note that ‘‘ From experi- 
ments conducted by the Forest Department in the Central Pro- 
vinces in 1912-13 it seems doubtful, indeed, whether the ordinary 
cultivator is at present willing to purchase fodder at all. He 
showed no disposition to take it when it was offered at four annas 
a maund (p. 262). lict us examine how far this doubt on the 
part of the Commission is justified. The experiment referred to 
was undertaken in the following circumstances : As a result of 
a Conference held in 1909, orders were issued to Conservators in 
1910 to undertake experiments for the supply of baled grass from 
various forest divisions in their circles in order to encourage the 
stalUfeedmg of cattle by the local agricultural population. The 
result of these experiments are given in Chief Conservator’s letter 
No. C.-87, dated the 14th January, 1914. He wrote as follows; — 
Since 1910 endeavours have been made to induce agri- 
culturists to resort to stall-feeding and to purchase 
baled grass pressed by the Forest Department, but 
practically no success has been attained and often the 
baled grass that has been stored has had to be written 
off in succeeding years or disposed of at a loss.” 

From the above it is clear that what has failed is the attempt to 
induce the cultivator to buy baled grass at a time when grass is 
plentiful in the graring grounds. The people prefer to graze 
their cattle wherever possible. But from March till the rains 
come, there is a scarcity of grass in the graring grounds and if 
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dried fadder can be made available then, or if the cultivators can 
b(* taught the use of silos, they may be quite ready to buy such 
baled grass or dried fodder It will prevent the waste of forest 
grass on the one hand and the deterioration of the live-stock in 
summer on the other. 

Some of the findings of the Commission do not speak well 
of the Agricultural departments. The Commission hoild that 
‘‘ Although, ever since the re-organisation of the agricultural 
departments in 1905 manorial experiments have engaged a laige 
paif of their time and energies and have been carried out in 
every agidculturab station in India, it cannot be said that the 
agricultural experts are even yet in a position to give satisfactory 
advice to the cultivator in regard to the use of manures ** (p. 81). 
Again in connection with the use of bone-meal they say, The 
first essential is to obtain definite data in regard to the price at 
which, and the crops for which, the use of bone-meal is advan- 
tageous to the cultivator. We suggest that the Agricultural 
departments should take early steps to collect these data ** (p. 
93). We have often heard complaints that the cultivators do 
not listen to the advice of experts. A bad or premature piece of 
advice makes future progress more difficult, and the advice so 
far given in the matter has evidently been premature. As re- 
gards the most important of the agricultuilai impilements— the 
plough — ^the experts seem to be in no better position. At present 
they are not in a position to speak of the comparative merits ot 
the country and the inversion plough. ** It is, again, a point 
on which sound advice can only be given to the cultivator on 
the basis of exhaustive trials of the comparative merits of the 
country and of the inversion plough, carried out under his condi- 
tions and extending over a period of at least 6 years (p. 112). 
Nor do the Commission speak well of the efforts of agricultural 
officers to invent new t 3 rpes pf implements. One of the reasons 
why the work of the Agricultural Department on improved im- 
plements has so far been disappointing is that the idiog 3 mcra 8 ies 
of individual inventors hove been allowed too free play and that 
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the advantage of a continuous series of experiments fully recorded 
and handed on from on© oflS.cer to his successor, hae been some- 
times lost sight of ’’ (p. 113). But it will not be fair to close 
this subject without saying something about the important and 
valuable work done by agricultural experts, ©.g., the single 
seedling transplantation of rice, selection of suitable types of 
different crops. The introduction of roseum, a short-stapled and 
heavy-yielding cotton, by Olouston into the Central Provinces has 
** during the last fifteen years, brought many crores of increased 
income to the cultivator ” (p. 100). It is claimed that it added 
Rs. 15 per acre to the profits of the cultivator. This worked 
out in 1917, when 700,000 acres were sown with roseum in the 
Central Provinces, to over a crore of rupees,’’ (Howard: Crop 
Production in India, p. 64.) 

One can reasonably complain that the Commission have not 
allowed the two problems of alkaline soil and water hyacinth, the 
space and consideration that their importance warrant. On the 
question of alkaline soil, which is very important in view of ihe 
irrigation projects in Sindh, the Commission only say that where 
the soil is so stiff that drainage is entirely prevented ** injurious 
salts of soda and magnesia accumulate, reducing the soil to the 
sterile condition so well-known under the names of usar, reh and 
kallar ” (p. 73). And again The treatment of alkaline lands 
has received more prolonged attention but the investigation has 
suffered from interruptions and more systematic and continuous 
research is required to discover measures to deal with the wide- 
spread evil ” (p. 360). Howard complains that sufficient atten 
tion has not been paid so far to the conditions which are neces- 
sary for the formation and accumulation of alkaline salts. Almost 
all workers on this problem appear to have been obsessed by the 
importance of reclamation and by the need of obtaining a practi- 
cal result.” (Crop Production in India, p. 46.) The Commission 
seem to be erring in the same direction. Howard does not agree 
with Hilgard and Carver about the causes of alkaline soils. The 
importance of finding out the causes can be gathered from the 
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Allowing: If, as appears to be the case, poor soil aemtioii is 

found to be an important factor in the production of allkali, we 
must expect that the institution of perennial irrigation on the 
^tiff soils on the left bank of the Indus and in parts of Oudh will 
lead to the formation of alkali land on a large scale in a com* 
paratively short time, unless means are taken to maintain soil 
seration.” (Howard: Crop Production in India, p. 48.) 

As regards the water hyacinth curse or the lilac devil, the 
situation has become very seiious in Bengal. Considering the 
urgency of the problem in Bengal, Assam and Burme^, one can- 
not help feeling that too little -space has been devoted to this 
question, although no doubt the Commission realise the gravity 
of the situation and recognise that Further research is urgently 
needed and in view of the fact that the pest has appeared on an 
extensive scale in four provinces, we consider that the formula- 
tion of a. programme for work of this character should be one 
of the first questions to be taken up by the Council of Agricul- 
tural Research ’’ (p. 381). The importance of the question is 
apparent to those who have seen the waterways of Bengal. It 
is not a question of communication only, but cultivation itself 
suffers. As rice-fields are flooded, the lilac devil simply swamps 
the fields and the crops suffer if they are not completely destroyed. 
In the language of the Commission, ** This pest is most serious 
in Bengal where it not only completely blocks the smaller wafor- 
wavs and renders the navigation of the larger ones very difficult, 
but spreads during the monsoon to cultivated land which it drives 
out of cultivation. We were informed that an estimate, that 
about three per cent of the occupied land in the Faridpur district 
was lying derelict from this cause, was a reasonable one ** (p. 
381)\ In some parts of the l>acca. district cultivators have adopt- 
ed an ingenious method of protecting their rice-fields from this 
pest, viz., growing * Bhaineha * as a sort of fencing round the 
/ice-fields. The * Dhaincha * plants grow sufficiently tall and dose 
to one another before the invasion of the water hyacinth begins, 
to keep it out of the fields effectively. In parts of this district, 
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where there was no malarial fever before, a kind of fever has 
made its appearance locally known as Kaohnri fever,’’ Kachuri 
being the name given to the water hyacinth. I do not think it 
has been finally established that the fever is in any way con- 
nected with the appearance of this plant. But the villagers connect 
the two, as the one has followed the other. The local theory 
ascribes the fever to the fact that on account of the thick growth 
of this pest the sun cannot play on the water and proper aeration 
of the water is checked. 

It is not possible to do justice to a report of over 700 pages of 
rather closely printed matter in a brief review. I shall just say 
a few words about rural industries before I finish. Many whc 
have an intimate knowledge of our villages, and their extremely 
insanitary condition, have felt that if a man of Mr. Gandhi’s 
influence had devoted himself to direct the energies of the 
villagers, in the off-season when their farms demand very little 
of their attention, towards the improvement of the village, i 
much richer crop in the form of better health, greater happinesr 
and corporate feeling would be harvested than can be got from 
the spinning-wheel. Of course the introduction of the one need 
not stand in the way of the introduction of the other — ^but it is 
only a question of relative emphasis. The Oommission observe' 
Corporate action for the improvement of his village would, of 
Bourse, give him something to do ; but this awaits the awakening 
of a public health conscience and the revival of the corporate 
spirit in the village ” (p. 576). From every point of view this 
revival of the corporate spirit is of the greatest importance. 

As regards the village artisans the Commission quite rightly 
remark : Instead of standing in local isolation, they must, if 

they hope to vsurvive the struggle of competition, modernise their 
own methodsi of work by adopting power-driven machinery, as 
they are already beginning to do in certain parts of the country. 
These artisans can also be trained to effect repairs, to stock and 
fit spare parts and to handle successfully the improved types 
of machinery which are bound sooner or later to be introduced ” 
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(p. 5ti9). In C. P. villages tne carpenters and blacksmiths haTe 
each their own clients among the cultivators and they are given 
annually a certain amount of grain per plough for eSectixig the 
necessary repairs and supplying the wooden parts, etc. If the 
craftsmen cannot keep pace with improvements in agricidtural 
implements, they will lose their trade as many other craftsmen 
have done, and the pressure of population on land will increase, 
for they will either become landless la.bourers in the village oi 
cultivate the little land they may possess. These craftsmen are 
not all landless. The Commission recommend, ftovernment 
should also provide, when required, s^ntable courses in their 
technological institutes, in the railway workshops, and in the 
engineering workshops and on the farms of the agricultural d^ 
partments ” (p. 669). 

The Commission quite rightly discuss the qualifications neces- 
sary in a successful Director of Industries, for it is he who will 
have to introduce these improvements. After all what the Govern- 
ments must see is that each province gets the man who can and 
does do the job. Whatever his qualifications, if he cannot show 
that he has the imagination, ability and drive necessary for effect- 
ing these improvements, he must go and must make room for the 
man who can. The man wjio succeeds should not be disturbed. 
In a certain province the Director of Industries is also the Registrar 
of Co-operative Societies, Chief Customs authority and Registrar 
of Joint Stock Companies. Now the work of a Director of 
Industries, properly conceived and executed, will demand the 
whole attention of even the ablest man. To make him do so 
much, is to say the least unjust to him and unfair to the taxpayer. 
The Registrar of Co-operative Societies should have enough on his 
hands to occupy the whole of his time. To make the same man 
perform both the functions and act in addition as Chief Customs 
authority and Registrar of Joint Stock Companies, is to induce 
him to attend more to the routine work than to watch and conceive, 
execute and organise improvements and innovation^. It may not 
be altogether a coincidence that the position of the Oo-6|)eriM;ive 
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movemetit in that province is not what it should be. No wonder 
the Commission remark: “ We found few, if any, indications dur- 
ing our enquiry that the departments of industries were exercising 
any appreciable influence on rural development, and unless they are 
strengthened and their efficiency increased, it would seem that, 
so far as the interests of the cultivator are concerned^ there is 
little justification for their oontinued existence ’’ (p. 679). 

Bice mills, oil mills, cotton ginneries, sugar refineries/ saw 
mills and tobacco factories are of special interest to the rural 
population, as most of them are open only for that part of the 
year when agricultural occupation is at its lowest ebb and the 
cultivator and his family, therefore, supply a considerable pro 
portion of the labour employed in them (p. 566), e.g.. 
“ Seventy-five per cent of the labour employed in the fifteen large 
sugar mills situated in Bihar and Orissa is agricultural ” (p 
676). The Commission however conclude; But even with the 
aid of new ideas and assistance in training and marketing, the 
contribution which rural industries can make, in reducing the 
heavy pressure on the land, is infinitesimal and in the nature of 
things they cannot as a rule hope for ever to survive the increas- 
ing competition of organised industry (p. 575). Again, Speak- 
ing broadly, there can be no satisfactory blending of two avoca- 
tions. If, therefore, a marked reduction of pressure on the land 
is required, it must be achieved by a definite diversion of the 
surplus labour of the country to industrial centres ” (p. 564). On 
the whole this conclusion is quite sound. Certain selected indus- 
tries may flourish in the village and may give emp'loyment to a 
part of the rural population, but these cannot appreciably reduce 
the pressure of population on the land, specially when prudence 
plays so little a part in the matter of increase of population as if 
does in our country. The solution of the problem must be found 
in mass education and industrial development. As we cannot 
fight modern guns with our ^ lathis,^ so also we cannot meet the 
competition of modem organised large scale industry with the 
* Charkha.’ 



THE REPORT OF THE ROYAL COMMISSION ON 
AGRICULTURE IN INDIA, 1928 

BY 

B. G. Bhatnagar, 

University^ AV/ihahad, 

Though not neressary, yet fur reasons that will become clear 
a« we proceed, I propose to review the report in terms of the 
criticisms that have appeared in the Press. In the Indian Press, 
the report has been characterised as full of platitudes and dis- 
appointing. 

The Commission were called upon by His Most Gracious 
Majesty generally to examine and report on the present oondi^ 
tions of agriculture and rural economy in British India and to 
make recomnaendations for the improvement of agriculture and to 
promote the welfare and prosperity of the iniral population; in 
particular to investigate: — (a) the measures now being taken for 
the promotion of agriculture and veterinary research, experiment, 
demonstration and education, for the compilation of agricultural 
statistics; for introduction of new or better crops and for improve- 
ments in agricultural practice, dairy-farming and breeding of 
stock; (b) the existing methods of transporting and marketing of 
the existing agricultural produce and stock; (c) the methods by 
which agricultural operations are financed and credit afforded to 
agriculturists; (d) main factors affecting the rural prosperity and 
welfare of the agricultural! population; and to make recommenda- 
tions subject to the limitation's that it will not be within the scope 
of the Commission’s duties to make recommendations regarding 
the existing system of land-ownership and tenancy or of assessment 
of land revenue and irrigation charges, or the existing divisions of 
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functions between the Oovemment of India and the local Govern- 
ments; but the Commission shall be at liberty to suggest means 
whereby the activities of the Governments in India may best be 
co-ordinated and to indicate directions in which the Government 
of India may usefully supplement the activities of local Govern- 
ments/’ 

Eix a mi ning the Beport in the light of the directions given to 
the Commissioners 1 find that whatever they have described or 
recommended is strictly within their terms of reference. Without 
going into the merits of each individual recommendation which 
is impossible to do within the four corners of a review article^ 1 
have no hesitation in saying that after reading through its 750 
pages I could hardly find a platitude to reflieve the strain caused 
by its realistic and matter-of-fact outlook, and that there is nothing 
inherently platitudinous about their recommendations. Over and 
over again we find them emphasizing the need of introducing only 
such improvements as may be within the limited resources of the 
average cultivator and the country at large. Over and over again 
we find them passing over the more effective methods of develop- 
ment adopted in other countries in favour of either developments 
on indigenous methods and appliances or comparatively simple 
and less expensive innovations which are calculated to cause the 
minimtun of break from the long-established traditions and 
practices of the people. And even then the journalists and some 
of the leaders of political thought have adjudged the report as 
full of platitudes, and thus created an unfavourable atmosphere 
about it. It is unfortunate that our journalists and political 
leaders sometimes let themselves go without giving sufficient 
thought on some very momentous issues. They do not realize that 
in this country, where independent thinkers are so few and where 
most of us take our cue from the press and the platform, a very 
heavy responsibility rests on their shoulders in the matter of 
passing judgments on matters of such great moment to the millions 
of this land, as the development of agriculture and rural life in 
general. 
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The Commission have laid down a programme for the ‘develop* 
ment of rural life ands agriculture for the whole of India, and 
this in a sense may be considered as a platitude, and as far as I 
can see the only platitude they have allowed themsdves to indulge 
in. Certainly a programme for the development of agriculture 
and rural life in general in the whole of British India, without 
considering its financial implications, is a big platitude indeed. 
But the fault is not theirs. They were called upon to discharge a 
specific duty and they have done it. Now it is open to the Govern- 
ments in India and the Indiar public men to make the whole report 
a big platitude, may be, a big and costly farce, by refusing to 
vote the necessary funds for translating the recommendations into 
practice, or to make it a big success by wcrkiug out the main 
recommendations in a judicious and determined way. Both the 
Government and the public men have got to realise that the 
problem of development of Indian agriculture and rural life in 
general in India is a huge problem and it can only be solved by a 
huge expenditure of money and effort. Before setting about the 
translation of recommendations into practice they should go deep 
into their financial implications. Either they should make up 
their mind for a sustained expenditure of crores over a series of 
years or not move in the matter at all. Mere tinkering with She 
recommendations, such as ending with the creation of legislative 
sanctions and the upper expensive organizations recommended by 
the Commission with no funds left to further the detailed 
programme laid down by them is bound to result in failure and 
farce. We have had a good practical demonstration of this in 
the application of the recommendations of the Sadler Commission 
in the United Provinces. In the first flush of the moment the 
United Provinces Government separated the Intermediate educa- 
tion from the Degree classes, created a Board of High School and 
Intermediate Education, started a number of Teaching and 
Residential Universities and opened a few Government Intermediate 
Colleges with only four classes in which a well-paid and efficient 
staff was appointed, But soon alter the soda-water enthusiaJlin 
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was Imbbled off and the visionary of the moment was brought to 
hai:id earth face to face with financial stringency, the result was 
that the Intermediate classes, instead of being kept apart from 
the School classes up to the eighth standard, began to be tagged 
on as mere appendages to the High School, the Lower Subordinate 
grade came into existence, and the whole atmosphere of the school 
was perforce allowed to gain the upper hand. The reforms were 
calculated to improve the High School and Intermediate education 
if canned in their entirety; when reduced to a farce in their 
translation into practice, have resulted in lowering the standard 
of Intermediate teaching and acquirements, and the product, 
when it reaches the University, is found to be no better in outlook 
than the product of the old High School. The same kind of danger 
awaits the recommendations of the Agricultural Commission if it 
is not guarded against from the very start. 

The scheme oft rural regeneration adumbrated by the Eoyal 
Commission is a comprehensive whole and can only be a success 
if it is put into practice in its entirety. Thus, if the Central 
Government pass an Act and bring into existence the Imperial 
Council for Agricultural Research, while the Provincial Govern- 
ments do not move in the matter of strengthening their staff and 
organisation for experimentation and research, it should not be 
difficult for us to realize that the Imperial Council would have 
little to do by way of co-ordination. Or, again, if the Imperial 
Government and the Provincial Governments were to stop either 
for want of funds or for want of enthusiasm with the highly 
developed and costly Imperial and Provincial organizations, and 
no further work were undertaken in the mufmsil, then the 
cultivator qua cultivator is bound to remain where he is now, and 
the whole experiment will have become a huge platitude. The 
ojttly way to make the recommendations a reality is to give them 
a fair and courageous trial in their entirety and then I, for one, 
am confident that they would become a huge success. 

There is only one direction in which the expenditure can be 
economised, and it is that instead of starting a complete programme 
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of agricultural and rural development in the whole of a prpvince^ 
we may begin with a limited area, say, one district or a group of 
two or three districts. Unless this is done, I do not see how with 
the limited resources of the country the whole thing is going to 
be done, unless, of course, we decide to borrow on a large hcale. 
Each of the provinces is capable of being divided into a number 
of homogeneous regions, and I would suggest that the develop- 
ment of only one such region at a time should be undertaken by 
each Provincial Government. ITiis would keep the Provincial 
organization contemplated by the Commission busy, and at the 
same time restrict the funds required to a manageable sum, not 
only because the mufassil organisations will bt restricted but also 
because the number of highly paid experts required at the provincial 
experimental station will not be so large as it is likely to be in the 
case, if work of development were started throughout the whole 
province. 



THE CONCENTEATION OF POPULATION IN 
EASTEEN BENGAL 

BY 

Eadhakamal Mukerjee, 

Lucknow University, 

Eastern Bengal is the most populous and most productive por- 
tion of the Ganges Valley. Ifot merely is this tract enriched, agri- 
culturally speaking, by the activities of two different river 
Rvstenis, but the average rainfall becomes heavier as we descend 
along the courses of the rivers. Thus both the double-cropped 
area and the area under the wet variety of rice increase and co- 
exist with heavy rural density. It is here that in fact we meet 
witli llie most heavily populated rural areas in the whole world. 

The following Thanas in East Bengal districts represent the 
world^s highest records of rural density. They have a dcmsity of 
more than 1,300 persons per sq, mile, i.e., more than four times the 
rural density which can be supported in Western Europe. 


District. 

Thana. 

Density per sq. mile. 

Dacca 

Eeraniganj 

1,841 


Dohar 

1,900 


Narayanganj 

1,474 


Sonakanda 

2,873 


Fatulla 

1,588 


Baidya Bazar 

1,474 


Narsingdi 

1,307 


Munshiganj 

2,347 


Rajabari 

1,819 


Tangibari 

2,681 


Srinagar 

1,756 


Shirajdikhan 

1,938 


Lohaganj 

2,733 


144 
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District. 

Thana. 

Density per sq. mile. 

Faridpur 

Bhanga 

1,357 


Madaripur 

1,391 


Palang . . 

1,561 


Lonesing 

2,076 


Sibohar 

1,420 

Bakarganj ... 

Jhalakati 

1,410 

1,459 


Banaripara .... j 

Tippera ... ... ! 

Daukandi . . ' 

1,301 


Homna .. j 

1,348 


Bancharampur ... 

1,437 

Noakjiali 

Begamganj 

1,306 


Ramganj 

1,370 


According to recent reliable estimates tbe density of popula- 
tion in the three regions in China — ^tiie Northern, the Yangtse 
Delta and the Canton Delta — does not exceed 1,000 to the sq. mile. 
Similarly, in the plain of Chengtu, the scene of the most intensive 
irrigation in China, the density does not rise beyond 1,700 to the 
sq. mile. In China, such heavy density is accompanied by agri- 
cultural idleness, a great migration of surplus labour and by 
frequent famines which tend to readjust the population to resources. 
In Ealstern Bengal, on the other hand, the symptoms which 
indicate that the soil can no longer bear the tremendous pressure 
of population have not appeared. The rural density may still 
increase, and the land can bear the increases easily. 

To understand the agiicultural conditions associated with the 
phenomenal concentration of population along the Ganges and the 
Brahmaputra we should consider the employment of land in the 
three contiguous districts of Dacca, Faridpur and Bakarganj. In 
these districts land formation has been recently completed by these 
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rivers,* and typical thanas which ai'e old or new alluvium whibit 
characteristic tendencies. 



Pebobntaoe to net-cultivated area of 

Density. 

Aub. 

Aman, 

Jute. 

Twice- 

cropped. 

Ore hards 
and gar- 
dens. 

1. DACCA 







Thana 







/I. Sealo 

34-3 

63-2 

16*0 

54 

Figures 

740 

Old 1 2. Harirampur 

12*1 

74 3 

8*0 

49 

not 

1,060 

Alluvium 1 8. Wabhar 

14 6 

46 9 

20 

33 

avail- 

686 

\4. Kapasia 

22 3 

41-4 

21 

19 

able. 

631 

New 1*5. Munshiganj* 

6*8 

34*0 

44 6 

32 


2,347 

Alluvium \6. Srinagar 

16 7 

59 2 

19*0 

31 


1,766 

2. FARIDPUR 







Thana 







Old f 1.* Pangea 

40 

47 

12 

28 

5 

761 

Alluvium\2« Bhusana 

39 

75 

16 

39 

8-7 

703 

New f3. Madaripur .. 

6 

80 

16 

30 

2*4 

1,391 

Alluvium\4. Palang 

20 

80 

17 

33 

110 

1.661 

3, BAKARGANJ 







Thana 







Old ri. Gaurnadi ... 

12 6 

82 4 

65 

26*9 

15 

1,271 

Alluvium! 2. Jhalakati 

9-6 

68 3 

0*8 

9-8 

15 

1,410 

New ( 3. Bhola ... : 

84 

83 7 

0-6 

25*1 

10*6 

733 

Alluvium\4. Patuakhali... 

8*8 

89 5 

... 

91 

50 

801 


^ Sub-division headquarters. 


Figures for the density of Munshiganj Thana have to a small 
extent swelled on account of its being the headquarters of a sub- 
division, but they represent lower density than the other contiguous 
thanas such as Tangibari or Lohaganj.^ Patuakhali, though it is 
also the headquarters of the sub-division, also shows lower density 
than most of the contiguous thanas. It is noteworthy that we 
have in these thanas more numerous families of the higher castes 
than elsewhere. 
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Tlbe following agricultural ^tendencies are noticeable.; — 

1. Generally speaking^ density of population increases with 

the prevalence of aman^ which is the most productive 
crop in the delta. The proportion of aman increases 
in areas where the inundation comes earily and is 
widespread. Thus it expands as we descend towards 
the Meghna estuary. It is in Bakarganj that we 
find the complete dominance of aman which accounts 
foi phenomenal productivity and expansion of popula- 
tion. Here aus is eithei mixed with aman or precedes 
it. The other crops are tre'^ted as catch crops for 
land whose main crop has already yielded winter 
rice. 

2. In less recent alluvial tracts more remote from the silt- 

bearing rivers, the proportion of aus is much greater 
than in more locent ones ; even here there is a tendency 
to supersede it by jute which comprises different 
varieties and can grow very well in elevated lands 
as well as in depressions. In Dacca the best jute 
grown is cultivated in comparatively elevated loamy 
soil, or on the old red soil. In Pai'idpur, on the 
other hand, the best jute is grown in the chars ^ and 
jhils, - . 

3. The proportion of twice-cropped lands, considered with 

the existence of rahi crops, which are of little 
importance in East Bengal, and the absence of jute, 
indicates agricultural depression. This is the case 
of the old alluvium or old land raised in Dacca and 
Faridpur. 

4. The last does not apply to comparatively new allluvium, 

in the basin of. the river Meghna, which is now in 
an immature stage of development. Here cmian 
thrives best and when jute is added to paddy as an 
important crop, as in Tippera, and Hoakhali, a higher 
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density of population can be easily readied and 
maintained. 

6. Orcliards and gardens of beteUnut, cocoanut, etc., also 
contribute to high density, Bakarganj, in particular, 
grows fruit-bearing trees of considerable variety and 
in great profusion. The density of cocoanut trees 
per acre is, for instance, astonishing in some thanas : 
Jhalakati, 39; Pirojpur, 38; Mehendiganj, 30. 

6. Where the land is new formation and is deveiloped as 
yet but incompletely, density of population is small, 
especially in areas which suffer from storm waves of 
the estuary. 

Some of the world’s highest figures of rural density thus 
have been reached in Easiein Bengal as a result of the dominance 
of arruxn and jute crops along the tracts bordering the mighty 
rivers. The percentages of both these crops are much lower in 
Central and Western Bengal where the delta has ceased to be 
active. In the district of Tippera the greatest density is in the 
thanas bordering the Meghna from STabinagar to Chandpur. 



Density. 

Summer. 

Winter. 

be 

.5 

Oi 

GQ 

Jute. 1 

i 

1 

Miscel- 

laneous. 

/'Nabinagar 

1,063 

52*4 

63-8 

36 5 

88'4 

8-6 

Along thej Matlabazar 

1»217 

54*6 

47*4 

24 4 

46*3 i 

12 

Meghna 1 Da udkhandi ... 

1,301 

63*6 

44'8 

30-1 

46*1 

2*3 

^Chandpur 

1,276 

46 '2 

643 

27-6 

31*0 

•2 


Here both jute and chilli crops in addition to rice explain 


the high productivity and density. 



.«a 

1 

O 

Q 1 

Summer. 

Winter. 

Spring 


3 
SS 
.s a 


881 

62*6 

93*1 

8*8 

5*8 

•8 

Inland «[ Chandelagram 

956 

66*2 

89 4 

10*3 

*2 i 

*8 


831 

39*3 j 

04-6 

6*4 

‘ 1*7 

1 1 

*2 
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Here the staple crop is the winter one and is supp^lemented by 
summer rice. Jute is grown scantily and the density of population 
is much lower. The density of population in Naaimagar falls 
below 760 and the country cannot sustain a heavier density. 

The decadent conditions in the moribund dolta strike us in 
sad and sharp contrast. 

It is noteworthy that malaria and agriculturaJ depression go 
together in the old alluvium in Eastern Bengal, as they also do 
in still older alluvium in Central and TVestern Bengal. The 
density of population on the outcrop of the old alluvium is in a 
level in Dacca and Mymensingh. Similarly the parts of Faridpur 
which adjoin Nadia and Jessore suffer from obstructed drainage 
agricultural depression, and their density is on a pact with that 
of the two decadent districts. 

In Central and Western Bengal, fertility of soil declined due 
to loss of inundation silt when the rivers deteriorated as the result 
of the Ganges having marched eastward. The climate also became 
unhealthy when the natural drainage was upset. This has been 
the result not merely of the degradation of the former tributaries 
of the Ganges into stagnant lagoons, but also of the construction 
of numerous embankments and high roads along the natural 
drainage channels without sufficient culverts which has led to 
water-logging. All this has reacted, very unfavourably upon 
agriculture What the loss of inundation silt implies will be 
gauged from the result of some experiments in the area irrigated 
from the Eden canal system which show that plots receiving river 
water yield 25 maunds of paddy per acre, whereas they give only 
16 maunds per acre when cultivated with rain water. The loss 
of outturn is also shown by the following figures 



Average yield. 

Aman, 

Au8, 

Nadia 


lbs. 1 

835 lbs. 

Jessore 


» 1 

870 

24rParganas 


>» 

mm 

1,014 
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Along with the decline of outturn we have in some districts 
ol Centi'al and Western Bengal an actual contraction of the area 
cultivated. In the disti’icts in Eastern Bengal all available land 
is being taken up for cultivation and a large portion of the culti- 
vated area bears more than one crop ; the percentage of ‘ cultivated 
land ^ which in any year bears no crop at all also is very small, 
almost negligible. In Western Bengal, " cultivated land * often 
remains untilled, while the pei‘centage of twice-cropped area is 
much less than in Eastern Bengal. The following table will show 
the situation: 



Percentage of the cultivated area. 

Proportion of 
twice-crop- 
ped to 
net-cropped 
area. 

Old fallow. 

Current fallow. 

Birbhum ... 

9 

6 

2 

Bankura ... 

9i 

2 


Bakarganj • 

4i 

u 

15 

Dacca 

1 

1 

i 

35 


On account of the decline of fertility and prevalence of malaria 
the amount of good cultural land left fallow is quite large in some 
districts in Western Bengal. In Bankura jthe percentage of area 
shown as culturable but not cultivated is per cent of the whole 
for the complete district and 27 per cent for the Sadar subdivision. 
In Jessore the total of new fa!llow area of the Ibwo subdivisions of 
Magura and Jhenida now is found to be 18,260 acres, as against 
7,640 acres only calculated by Babu Ramshanker Sen during 
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1872-73. The following comparative statement shows the change 
in the employment of land in two subdivisions within fifty years 



Magura. 1 

Jhenida. 


Percentage 
of area 

oulturable but 
not 

cultivated. 

Percentage of 
uncul curable 
area. 

Percentage of 
area oul- 
turable but 
not 

cultivated. 

Percentage 

of 

unoultur- 
able area. 

1872-73 

2-54 

274 

243 

3’03 

1926 ... 

8 85 

13 11 

11 51 

11 17 


The percentage of oult^rable and uncalturable waste lands, 
as then found as compared with fhe percentage now found, shows 
considerable increase in the uncultivated and unciiltuiable areas. 
The new fallow area in Jessore is more than four times that of 
Faridpur. In the district of Buuh\an as well, there has been 
great shrinkage of cropped area. Only 47 per cent of the cultivable 
area is being cropped now, as compared ^^ith more than 80 per 
cent a few decades ago. Depopulation and physical break-down 
due to malaria and decline of soil fertility have led to a serious 
set-back of cultivation in Central and Western Bengal. In some 
of the more decadent areas land fit for cultivation often remains^ 
untilled and there is more land than theie are cultivators available. 
In most parts of Eastern Bengal, on the other hand, the process 
of colonisation and settlement continues and the uncultivated parts 
form an outlet of the surplus population. Some areas, indeed, 
have grown so fast that the problem of finding sufficient land will 
soon become acute. The standard of living and of comfort is 
much higher than anywhere in the Ganges valley. The peasant 
here is reasonably certain of harvesting a sufficient paddy crop.^ 
He has a source of ready money in jute as well aa in the produce 
of betel-nut and cocoanut plantations. Above all, the diet based 
mainly on fish, which is much more abundant here than in most 
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deltas of the world, is much more nutritive a« we^ll as certain. 
Some parts of Eastern Bengal like Bikrampur in Dacca district, 
or Muradnagar in Tippera, are ancient centres of high density 
dating ten and five centuries back respectiveily. Such high density 
is yet sustained. On the other hand, parts of Nadia, Burdwan, 
Jessore, Murshidabad and Rajshahi, which were centres of high 
density in Bengal when the Eastern tracts were still full of forests 
and swamps inhabited by wild buffaloes, rhinoceroses and tigers, 
constitute the most decadent region in the whole valley. Speaking 
of this region about 1670, Bowrey said : ‘‘ On the great river 
Ganges and many large and fair arms thereof are seated many 
fairy villages, de^licate groves and fruitful lands affording great 
plenty of sugars, cottons, lacca, honey, beeswax, butter, oils, rice, 
grain with many other beneficial commodities to satisfy this and 
many other king‘doms. Many ships of the Dutch, the English, 
the Portuguese do animally resort to lade and transport sundry 
commodities hence and great commerce goes on into most parts 
of account in India, Persia, China and South Seas.’^ The decay 
of the distributaiy river system from the Ganges, the consequent 
fall of the subsoil water level, loss of fertility and defective 
drainage, and their associated evils have led to such economic 
decline that the above de8C3ii)tion can hardly be believed by a 
modern villager to apply to this region in the past. Within 
barely a century and a half the Ganges in its waywardness has 
robbed it of health and plenty in order to bestow them in full 
measure to another region. Nature in the delta is inconstant; 
she slowly but inevitably changes her favourite on whom she 
showers her choicest gifts. 
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A NeglectecI Field of Study. 

Time was when the Vedic hymnal invoked the powers that be 
for plenty in cattle and plenitude cf pasturage. In ancient India 
otir forefathers appeased the multitude of elemental gods with 
sacrifice of either kind in order to guarantee by divine interven- 
tion sufficiency of pastura{;;e fo^ national puiposes in those ages 
of pastoral and semi-agricultural organisation.^ In ancient Indian 
polity statesmen and government vied with each other in making 
the body-politic realise the supreme necessity of ensuring sufficient 
pasturage for agricultural puri)oses. Sage Sukra would enjoin 
upon the sovereign the requisiteness of adequate pasture-lands 
round about the capital city before any spot was selected for its 
construction, 2 Kautilya makes specific provision for Superinten- 
dents of Pasture in the personnel of governmental employees.^ 
Again, he lays special stress upon this phase of agricultural 
economy and gives pasture-lands a political significance by saying 
that during times of war the best method of reducing a recalcitrant 
noble or an aggressive enemy is to reduce his supplies “bf pasturage 
by burning his pasture-lands. Nothing more is needed to show 

1 See evidence supplied in the writer’s Cow Protection in India ^ Vol, I, 
pp. xii— 220. Published by the South Indian Humanitarian lieague, Madras 
(1927). Gf. Big Veda, Book X. Hymn 19. Again, see J. N. Samaddar : Economic 
Condition in Ancient India, pp. 18ff. (1922). 

2Snkraniti, I. 425—26. Translation by Benoy Kumar Sarkar (1914), p. 28. 
.Also his Positive Background of Hindu Sociology,, pp. 256—269 (1914). Bukra 
speaks of the capital ** happily provided with resources in grasses and woods." 

« H Arthasastra, Dr. Bhamasastri's translation, 2nd Edition, 1923, p. 172. 

m 
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the importaiiee which the administration of pastures occupiea in 
ancient Indian state-craft, and it would not be far from the truth • 
it I say that the double enterprise of civic* and state activity in 
this direction ensured a reasonably adec^uate amount of pasturage 
for national purposes. 

But India fell on evil days. Successive wars have devastated^ 
her natural resources. Constant foreign invasions, ihe Greek, the 
Indo-Bactrian, the Hun, the Muhammadan, and finally the 
European, have not only made India a perjietual battle-ground, 
but actually extirpated all forms of settled government of a long- 
standing nature except a few flashes here and there. The interest 
of the ruling dynasties always concentrated round the capital and 
provincial principalities, and the actual lot of the agriculturist 
was relegated to cold storage. His tenure was never stable. His*^ 
place in national economy was equally insecuie. Today he is, 
tomorrow he may bPtiot, and be rep'laced l)y the conquering hordes 
and their favourites. Civic activity was stifled, and rapacity on 
the part of the provincial revenue underlings and uj^start timariots 
made his position absolutely intolerable. Tftqan loans were neve# 
administered in adequate quantities, and in some places none at 
all, irrigation facilities were totally neglected, and cal tie require- 
ments were unprovided for, as most of the bovine animals doing 
tlie commissariat work for the medieval armies were annihilated^^ 
without any concern for the future. Gradually a certain state of 
affairs was brought about wherein the live-stock, which is the" 
mainstay of agriculture, and pasture lands, which are ihe main 
feeders of tl^is much-needed livestock, were totally neglected and 
brought to nothingness. I will illustrate this point by two ex- 
tracts from the accounts of medieval travellers in India. Francois^ 
Blernier, who visited India during the closing vears of Shah Jehan 
- and the early years of Aurangzeb, uttered a remarkable statement' 
relevant to our present purpose : “ It ought likewise to be observed 
that owing to the great deficiency of pasture land in the JnMei 
is impossible to maintain large numbers of cattle; the wliole,^ 
therefore, would soon disappear if animal food were eaten inwa^yf* 
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t&ing like the proportion in which it is consumed in France and 
England and the country would thus remain uncultivated. The 
heat is so intense, and the ground so parched, during eight months 
of the year, that the beasts of the field, ready to die of hunger, 
feed on every kind of filth like so many swine. This cannot 
be an exaggerated picture, as most of us have witnessed the same 
kind of phenomenon in many rural parts of India, while in urban 
areas it is the rule and not the exception. Again, Manucci, an 
Italian traveller who visited India shortly after Bernier departed 
from the country, tells us® that instead of verdure all is blank 
and barren,’’ during the devastating wars of Aurangzeb over 
three hundred thousand draught animals were killed. How many 
such wars have been fought on the Indian soil and how many 
millions of cattle have been destroyed in this manner till seventy 
years ago, besides the loss of live-stock due to natural death and 
premature death owing to bad methods of breeding and main- 
tenance! 

Mutual recriminations of deficient pastures and devastated 
live-stock actually worked up to such a position that Indian agri- 
culture has been totally exhausted, and the national dividend 
which gains its sap from agriculture lowered. Troublous times 
have always been characterised by neglect of primary sources of 
national prosperity. Destruction of cattle meant inducement o^^;^ 
the part of the State and the people to belittle first and then finally y 
neglect national pastures. And a neglected state of pastures 
always means deficiency in numbers and stamina of the live-stock 
of the country. I will here illustrate this source of national 
disaster by comparing the numbers of cattle-stock in India with 
those of other countries of the world 

^Travels in the Moghul Empire, p. 326. TranBlated by Archbald Cernttati^., 
and revised by Vincent Smith. 1914. 

6 Storia do Mogor, Vol, IV, pp. 252 and 296. Translated by William Irvine 
and ^continued by ladunath Barker. 

6 Wealth of India by Profs. P. A. Wadia and G-, N. Joshi. Macmillan 
pm), p. 367n. ^ 
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Name of country. 

Number of 
cattle. 

Population. 

Number per 
hundred of 
population. 

British India 

1,47,336 

2,44,268 

61 

Denmark 

1,841 

2,500 

74 

u. S. A. ... 

72,634 

92,000 

79 

Canada ... 

6,676 

7,250 

80 

Cape Colony 

1,270 

1,100 

120 

New Zealand 

1,816 

1,200 

160 

Australia 

11,956 

6,600 

259 

Argentine 

25,845 

8,000 

323 

Uruguay 

6,830 

1,400 

500 


The picture here is complete in itself, and when we remember the 
fact that India is a pre-eminently agricultural country and must 
ever remain so, and that 73 per cent of the population directly 
depend upon this national industry, we will realise that the time 
has come when a thorough and exhaustive inquiry into the cattle- 
stock of the country is made. To improve the quality and quantity 
of the cattle, the pasture lands and natural grasses of the land 
must not only be made accessible to them, but every effort should 
be made to improve their extent and richness. 

Their Importance in the Mational Eccmoniiy of India. 

In the national economy of a country pastures were always 
regarded as an invaluable asset. Their absolute associatory value 
to live-stock, which supplies the motive power to agriculture on 
which depends the material prosperity of a nation, always made 
the economists of the world lay special emphasis on them. Sir 
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^John Sinclair wrote more than a century ago^ that the question 
of national pastures ''is a subject of inquiry, which, next to 
that of land in arable cuHivation, is essential for the interests of 
mankind.’’ Again, he proceeds to say: " But besides the imme- 
diate importance of grass, its indirect effect upon the production 
of com, by communicating additional fertility to the soil, in the 
alternate course of tillage and pasturage, is a most important 
consideration. It seems, indeed, beyond a doubt, that the soil not 
only obtains a recruit of foo<l, for the nourishment of grain when 
cultivated, from the decayed herbage rotting on the surface, and 
the manure it obtains when pastured, but also acquires a consist- 
ence favourable to fertility, while it remains in grass, defended 
from the variations of the seasons, under the protection of a close 
carpet.”® 

Adam Smith raises two points of great consequence in assess- 
ing the relative values of natural grasses and well-produced 
pasturage 

(1) ” No more cattle can with profit be fed in the stable 

than what are necessary for tillage.” 

(2) ” The rest (of the land which is not cultivated) will, 

the greater part of them, produce scarce anything but 
miserable pasture, just sufficient to keep alive a few 
struggling half -starved cattle.” 

And he concludes, quoting Kahn the Swedish traveiller’s impres- 
sions (circa A.D. 1749) of the condition of pastures obtaining in 
America, that " the poorness of pasture, in his opinion, occasion- 
ed the degradation of their cattle, which degenerated sensibly from 
one generation to another.” Adam Smith’s argument is cogent 


7 The Code of Agriculture, p. 880. By Sir John Sinclair, Bart. London. 1817. 

8 Ibid., pp. 880 — 403. The whole of this section dealing with pastures forms 
an admirable study well worth the attention of the serious student of Indian 
Economies. 

9 Wealth of NaUonet pp. 178—179. Routledge’s Edition. 
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enougrhi even to the lay reader. The average farmer cannot afford to 
maintain with reasonableness even tbe absolute minimum of live- 
stock sufficient to till his lands, with the produce raised from the 
lands themselves. Whereas, live-stock which are used for a 
thousand and one other purposes in an agricultural country have 
to be left starving upon stray grasses, while the farm-fed cattle, 
if ever they are well fed, have to be over-worked to such an 
extent that speedy degeneracy and death are sure to overtake 
them. These two processes of deterioration are sure to react upon 
the soundness of the species, and ultimately a dearth of live-stock 
coupled with their degeneracv is the result. 

The case of India proves these points beyond doubt. Experts 
are agreed on these matters in saying that Indian pastures besides 
being admittedly poor are utterly inadequate for national require- 
ments. Mr. Howard ,1® formerly Director of the Institute of Plant 
Industry, Indore, and a competent authority on Indian agricul- 
ture, wrote that countries like India, which have no good pas- 
tures, ought to pay particular attention to fodder supply.*^ He 
continues that the whole of the cattle problem in India is inti- 
mately bound up with the provision of more fodder and better 
fodder obtained by methods within the reach of the cultivator. A 
more nutritious and ample ration than that now available is the 
first condition of success in all schemes of cattle improvement 
which have been advocated.’’ And cattle improvement is the 
essential point which must be recognised and provided for 
in any movement of agricultural improvement in India, as we 
shall see presently. Dr. Voelker, a famous authority on matters 
agricultural and sometime Agricultural Advisor to the Q-ovemment 
of India during the ninetees of the last century laid equal emphasis 
on this matter. Mr. Hume, C.B., late Secretary to the Govern- 
ment of India in the Department of Revenue, Agriculture and 
Commerce, wrote a strong Memorandum in favour of this phase 

Crop Production In India : A Critical Survey of its Problems^ p. 80. By 
Albert Howard, M.A, Oxford Univereify Press. 1824. 
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of Indian agriculture.^^ He wrote: Over a great portion of 
the Empire the mass of the cattle are starved for six months every 
year. The hot winds roa"^, every green thing has disappeared, no 
hot-weather forage is grown, the last year’s fodder has generally 
been consumed in keeping the well-bullocks on their legs during 
the irrigation of the spring crops, and all the husbandman can 
do is to keep the poor brutes alive on the chopped leaves of the 
few trees and shrubs he has access to, the roots of grass and 
herbs that he digs out of the hedges of fields and the like.’^ And 
he impatiently remarks, are we to accept such calamitous visi- 
tations as dispensations of Providence to be acquiesced in humbly 
and submitted to as inevitable? Another pious and serious 
student of Indian economic conditions'^ deplores the state of 
Indian pastures in a different way altogether. He says that India 
has now fallen on bad days, and her national pastures have been 
wilfully and dangerously neglected. It is indeed a sad spectacle 
which he presents to us. He maintains that there is a deficiency 
of that luxurious pasturage for which India was formerly famous, 
when the cultivators and husbandmen of old vied with one 
another in regard to it and prided themselves on the richness of 
their pasture lands; and so highly was this great essential in 
Indian husbandry held in estimation that it afforded the Hindu 
Savans and poets frequent themes for effusions. The Review 
of Agricultural Operations in India, for 1921-22 contained a 
remarkable statement which shows that gradual pressure of 
population resulted in a serious encroachment on the grazing 
areas, which formerly contributed to the maintenance of cattle.’’^® 

it Agricultural Reform in India, pp. 46 — 48. By A. O. Hame. C.B. Loadon, 
Allen a Co. 1879. 

18 We may remember here that due to the efforts of this gentleman, when 
in office and in private capacity, the Agricnlttiral Department of India was created* 
and systematic work inangnrated. 

13 Jlhana : A Handhooh of the Resources of India, pp. 64-65. By Qol. 0. H. 
Haly. London. 1870. 

14 Of. Rurrialte grass is held to be characterised as ** the sweetest and most 
nutritions of pasturage for animals.** Ihid. 

16 Agricultural Operations in India : The Official Survey for 1931-99. 
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It went further to show that the fodder problem pressed so 
heavily upon cattle that they were obliged to subsist on the 
residues of the crops which were already scanty. Illustra- 
tions of this kind may be multiplied indefinitely, but these are 
sufficient for our present puri)08e to show that the time is come when 
we have to take stock of the present conditions of supply of fodder 
for national purposes and then try remedial measures if we find 
them inadequate. 

There is one more point to be considered here. It is the 
dietetic value of pastures to cattle, and how it bears upon cattle 
stamina. Carl Semper wrote long ago that the amount of 
nourishment require<l daily by the animal must be equivalent to 
the organic matter which is daily used up in the various organs 
ti keep the xitixl process; or, the more active the animal is, the 

more food will it require The quality of nourishment 

has, if possible, a greater influence on the life of the individual 
and consequently on the species. Again, Professor Stapleton, 
a recognised agricultural authority, maintains that the mineral 
content of pastures and other herbage has a profound effect upon 
the productive capacity of form animals, that it has a varjdng 
effect in different localities, and that animals grazing over a 
vast area are purely guided by their appetite to vary their feed- 
ing ground and chemical analysis has always demonstrated the 
good qualities of the pastures naturally selected by animals. 
This is a scientific point which has a practical effect upon our 
arguments later on. 

After all this emphasis rightly laid upon pasturage and 
fodder supply in the national economy of a country, what is the 
actual bearing of this neglected field of study upon agricultural 
India? It is indeed hard to assess exactly the damaging influ- 

W Tfee Natural Govditions of Life as they Affect Animal Life^ pp. 41 — 44. 
Kegan Paul. 1899. 

17 Agricultural Journal of Indittf Vol. XXTT, pt. II, March, 1927. Article 
on “ Getting the Best out of the Pastures ” by J. G. Stewart, Ministry of 
Agriculture, Bngland. 
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ence of a neglected pasturage upon national health and wealth. 
The only method of assessing it, I think, will be^ found in the 
estimate of the per capiUi pressure of agiiculture upon cattle 
wealth and the per capita supply of milk in the country. The 
following figures show the incommensurateness of cattle for 
agricultural purposes and the inadequacy of milk supply in the 
country.!® 


Province. 

Area in acres 
tilled by a pair 
of plough 
cattle in a 
season. 

Per capita 
supply of milk 
in India. (In 
ohittaoks.) 

Bengal 

132 


Madras 

l(>-2 

• 1 

Bombay 

44*4 

1 

Sind ... 

27*2 

u 

Agra ... 

13-0 

1 

Oudh 

80 

li 

Bihar and Orissa ... 

11-4 

1 

Punjab 

19-0 

li 

Burma 

420 

f 

Central P ro vino es 

26-8 

n 

Berar ... 

54-0 

li 

Assam... ... * ... 

8 0 

1 

N.-W. F. Provinces 

160 

1 

Ajmer-Merwara ... 

140 

li 

Delhi ... 

30‘5 


Ooorg ... 

. 7-0 

# 

1 


18 From the appendices to my forthcoming monograph on The Cow in -Indian 
Life and Sentiment. Cf. the present writer’s article on The Milk Supply of Indio 
in the Welfare, February, 1927 (Calcutta). 
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These figures serve as a finger-post to the agricultural and 
national prosperity of India. According to experts, a pair of 
cattle is supposed to till adequately five acres of land in a season. 
In our country, the maxima and the minima stand at 64 acres 
in Berar and 7 acres in Coorg. Medical authorities tell us that 
the human body requires at least seers of milk daily to suffi- 
ciently recuperate bodily waste, and what we have in India is 
i a chittack in Bombay to If (^hittacks in the Punjab; and a 
chittack is one-sixteenth of a seer! These tables are construct- 
ed with the greatest liberality and sympathy, and here we see the 
grave problems affecting national prosperity crying out for 
remedial measures. 

Two Kinds of Pastures. 

There are two kinds of pastures to be taken into considera- 
tion. The first kind is what is known as the natural grasses 
of the land. This comprises all stray growths of grass entirely 
due to the bounties of nature whether they be in forests, village 
commons, if any, sides of rivulets, streams and rivers, slopes of 
mountains, in fact on any tiny piece of land not touched by human 
hand. The other kind partakes of grasses raised by various kinds 
of ranching as in North America, Siberia, New Zealand and other 
places, and pastures reared carefully by man after the crops are 
removed from the fields, and in this class we may include for the 
sake of convenience all kinds of fodcfer crops recently raised in 
India, such as jowar, lucerne, etc. The present position in India 
of these two kinds of pasture and fodder will be best seen from the 
following statistics : 


19 All the above tables in the article have been carefully compiled from the 
official returns of the agricultural statistics issued by the Government of India for 
the variouB years. 
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{In milliom of acres) 


Year* 

Forest. 

Fallow. 

Fodder crops. 

Not available 
for cultiva- 
tion. 

Culturable 
waste 
other than 
fallow. 

1911-12 

81 

55 

5 


116 

1912-13 

82 

49 

6 

146 

116 

1913-14 

82i 

51 

6 

147 

115i 

1914-16 

83 

46 

6 

146i 

116 

1915-16 

85 

52 

7 

144 

xl4 

1916-17 

86 

46i 

8 

143i 

112i 

1917-18 

87 

48i 

8 

143 

11 H 

1918-19 

88 

73 

7 

147 

114 

1919-20 

88 

52 

8 

146 

113i 

1920-21 

88 

61 

8 

141 j 

116 

1921-22 

85i 

60i 

1 8i 

162 

161 

1922-23 

85i 

47 

8i 

154 

154 

1923-24 

86 

49i 

9 

152 

154i 


A glance at the above figures shows quite clearly the astounding 
ups and downs in the extent of land under varicms arrangements 
year after yeai*. Dadabhai Nauroji,20 Professors Wadia and Joshi*i 
in particular, and several others^^ general, are persistent in 
showing how defective are the statistics supplied by the Govern- 
ment of India. Indeed, it is diflSicult to attain absolute accuracy 
in compiling statistics for such a vast country as ours, but one 

^Poverty and Unhritiah Rule in India. 

n Wealth of India. 

22 Bhah, Vakil and others in their respective jElelds. 

F. L 
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caniLot really see how tallow land^ for example, caa rise from 42} 
millions of acres in 1917-18 to 78 millions of acres in 1918-19 and 
fall again to 52 millions of acres in 1919-20; or again, cnlturable 
waste other than fallow to rise from, 115 millions in 1920-21 to 
161 millions in 1921-22. There may have been exceptional reasons 
for local variations here and there, such as are suggested by these 
figures, which affect the totals for the whole country, but sudden 
changes of this extraordinary kind are hard to conceive in so 
steady and conservative an industry as agriculture, and that too 
in India. Here, again, the fact that the figures are given in 
millions and corrected up to six places mitigates the glaring 
nature of these variations.^ 

In the foregoing table two points arrest our attention. One 
is that land not available for cultivation has increased by more 
than a million acres in 1923-24 over what it was in 1911-12. 
Again, the columns “ Oulturable waste other than fallow shows 
an enormous increase from 115 millions in 1911-12 to 154} millions 
in 1923-24. The case of forests shows an increase of 5 millions, 
and to this we shall retum later on in greater detail. The area 
imder fodder crops has nearly doubled. This is a favourable turn, 
but it is not to the desired extent as this paper attempts to show. 
Fallow land shows a steady fall of five million acres. 

It is, indeed, hard for me to draw any definite deductions from 
the above figures. But I give them to show that at least under 
the headings of forests and land not available for cultivation there 
has been an altogether unprecedented rise where there should have 
been a steady fall. One point seems to be patent from this 
picture, that whatever the variations relating to the actual adjust- 
ment of agricultural operations in India may be, there has been 

23 It must be noted here that even the Gorvernment itself accepts the conflicting 
nature of statistics, especially those supplied by the Agricnltnre and forest 
Departments, as, for example, an item such as fallow land may at once come 
under the double jurisdiction of the revenue and forest authorities. Again, 
different Bystems of computation are adopted not only in different provinoes but 
even in the same locality and hence the alarming nature of the statistical informa* 
tion purveyed by the Government. In this connection, see Agricultural Statistics 
for Indid, 1924-25, Vol. T, pp. 60-61. 
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a dangerously progressive encroaohment upon the supply of 
pasture lands and natural grasses. The increase of provision under 
land utilised for fodder crops may at first sight seem to counter- 
balance the losses sustained. But, as we shall see presently, the 
repair is more apparent than real. Ijeaving aside the possible 
ways of improving our fodder supply for the present, I will now 
take up the important question of the forest administration of 
the Government of India, and indicate its exact relationship to 
the pastures of the country. 

Defective Forest Administraticm in :nifia. 

We have already seen above that the greater part of the 
natural grasse^s are supplied by the forests of a. country. The 
grasses are really natural * in that they aie sporadic yet profuse 
growths under the favourable cover of the forest trees which supply 
a sufficiency of humidity for a really luxurious growth of grasses. 
Most of the grazing in India, which has not scientific graziers or 
efficient systems of ranching as in other countries, was formerly 
done on these vast sources of natural grasses. The cattle of tie 
villages contiguous to the forest tracl^^a have an undisputed and age- 
long right of direct daily access to these natural grasses, while 
cattle belonging to districts not immediately contiguous to these 
local forest areas were allowed to graze on them freely when the 
fodder supply of those districts was being thinned in the dry and hot 
seasons. This meant a temporary exodus of cattle from villages 
to the nearest forest tracts in times of draught and hot winds, 
and when the cattle went dry and thus served no useful purpose to 
their owners. Thus, these forests proved to be efficient feeders 
as far as the food requirements of the cattle went. 

But later the position was reversed. A constant attempt on 
the part of the Government of India to increase the area of the 
forest tracts under their control greatly changed the position of 
cattle-owners. The following figures are of great interest:** 

24 It is to be observed that no other agency except the Dovemineat can 
adeguatety compile statistical information of an nsefol hind, and if the OoTemmeilt 
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Year. 

Total area 
of 

forest. 

Area closed 
to all ani- 
mals. 

Area closed 
to browsers 
only. 

Number of 
grazing 
offences. 

1899-00 ... 

• • ■ 

see 

... 

16,233 

1900-01 ... 


... 

... 

17,053 

1901-02 ... 

216,879 

36,503 

35,744 

17,363 

1902-03 ... 

216,824 

37,452 

36,362 

18,939 

1903-04 ... 

232,701 

37,671 

23,859 

21,230 

1904-05 ... 

232,941 

37,803 

19,356 

22,310 

1905-06 ... 

233,651 

38,748 

16,239 

24,644 

1906-07 ... 

240,138 

39,609 

19,599 

24,809 

1907-08 ... 

237,809 

39,079 

20,639 

25,016 

1908-09 ... 

241,774 

41,188 

20,902 

26,173 

1909-10 ... 

248,625 

43,205 

20,015 

27,490 

1910-11 ... 

247,095 

42,692 

21,123 

27,306 

1911-12 ... 

246,550 

41,568 

21,414 

27,176 

1912-13 ... 

242,529 

42,692 

22,713 

28,052 

1913-14 ... 

249,364 

43,591 

23,302 

33,938 

1914-15 ... 

2.53,559 

45,021 

22,975 

32,362 

1915-16 ... 

252,601 

44,784 

22,789 

33,990 

1916-17 ... 

250,125 

45,765 

^ 1 

24,026 

32,816 

1917-18 ... 

254,028 

47,249 

24,333 

31,099 

1918-19 ... 

254,556 

46,468 

24,416 

31,766 

1919-20 ... 

253,389 

47,161 

25,742 

31,584 

1920-21 ... 

250,544 

46,835 

26,959 

25,412 

1921-22 ... 

249,304 

47,000 

27,619 

27,682 

1922-23 ... 

224,613 

45,228 

27,946 

30,611 

1923-24 ... 

132,806 

46,212 

27,865 

31,136 

1924-25 ... 

135,725 

46,866 

28,782 

34,013 


wants to have any importance given to the statistics supplied by them, there 
should not only be co-ordination of compiling agencies, but also careful supervision 
fo make them at pnce comprehensive, synthetic and aocuratSt 
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Even a casual glance at the above figures will reveal to us 
a few important points about the administrative side of the Indian 
forests. Firstly, but for the last two years for which figures have 
been supplied above, there has been an annual progressive increase 
in the extent of forest lands in India. In conformity to this, 
there is an equally progressive and alarming increase in the case 
of forests closed to all animals^ for purposes of grazing. To relieve 
this in all plausibility, there has been a discernible fall in the 
figures indicating the closure of land to browsers only. In the 
final columns, during the course of a quarter of a century the 
number of grazing troubles have more than doubled. 

What strikes me as most notowurthy in this is that there has 
been a persistent movement on the part of the Government to 
increase the rigours of forest administration. Let alone the in- 
crease in the extent of land brought under the control of the red- 
tape, nearly ten thousand acres of land were added to the area 
which was totally prohibited for all cattle to graze upon during 
a period of 25 years. The relaxation of rules relating to browsers 
does not make out a case for the Government. It may indicate 
in all probability that most of the cattle are not browsers to make 
occasional sallys into the regions protected by a few posts marked 
with forest administrative symbols, while it certainly points to 
the fact that they were invariably trespaissing the forest rules and 
thus swelling the ranks of offenders against grazing regulations. 
The increase in the number of grazing offences is really serious. 
It may seem to the departmental head that the population is 
severely to blame in not having taken any precautionary measures 
-to prevent cattle from trespassing into the forest tracts, and thus 
reflect upon the cultivator’s sense of law and order. But the idea 
will be dismissed when we see that he has no other alternative. 
He must either see his cattle perish under his own eyes or allow 
them to trespass into the forest areas. He is not for one moment 
oblivious of the penalties he is going to Bear. He knows definite- 
ly that his cattle will be impounded in the first instance. He is 
really glad at this, since his cattle which have to be starved while 
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in his custody will now have a fairly decent allowance of rations 
in the Government cattle pounds. Next, he will be summoned to 
pay the maintenance costs and the fine imposed by the magisterial 
authority or the Forest Panchayat, as the case might be, for his 
trespass. He is willing to pay it too, as by so doing he has made 
sufficient provision for the food of the cattle during the impound- 
ing period, when he cannot possibly provide himself with appre- 
ciable quantities of fodder and grasses either for love or for money. 
In the last alternative, if he is too poor to relieve his cattle by 
paying this ransom , he is willing to forfeit his burdensome posses- 
sion which will be sold by thp magisterial authority. While the 
Governmeui expenses are made good, any surplus of sale-proceeds, 
which is not generally likely to be realised, will be returned to 
him. At the best, he will be induced to allow free scope to his 
cattle to commit the same offence again and again. At its worst, 
he will be rendered all the poor by the deprivation of his useful 
burdens. One fact is certain, that with all the increased facilities 
for the raising of fodder in India at the present day as compared 
with a quarter of a century ago, there is a growing, definite and 
articulate demand for the natural grasses of the land. The above 
figures show, again, that there is a definite and not-inconsiderable 
premium put upon grayling offences fostered by the ring-fence policy 
of the Government of India in their rigorous administrative rules 
of forest conservation. 

Let us examine the problem in greater detail. The following 
table will illustrate the way in which cattle in India have been 
affected by the tightening up of the gra^ng privileges : 
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Year. 

Numbeb of animals 

GRAZED ON PAYMENT. 

Number of animals 

GRAZED FREE. 

At full rates. 

i 

At privileged 
rates. 

By right 
under 
settlement. 

During pleasure 
of Government 
or otherwise 
than under 
settlement. 

1901-02 ... 

8,216,228 

1,648,357 

2,184,148 

710,285 

1902-03 ... 

7,779,894 

1,727,531 

2,186,660 

566,672 

1903-04 ... 

8,445,289 

2,186,774 

1,240,330 

446^82 

1922-23 ... 

2,340,884 

2,884,944 

3,785,749 

832,887’ 

1923-24 ... 

4,250,120 

4,290,770 

3,739,943 

1,051,249 

1924-25 ... 

j 3,335,172 

1 

10,374,148 

3,723,198 

1,283,647 


The outstanding feature of this table is the phenomenal rise 
in the number of animals grazed at privileged rates. From one 
and a half millions in 1901-02 it rose to ten millions of animals of 
all descriptions in 1924-25, including bovine, ovine, camels and 
others according t(j the divisions of the agricultural department. 
Even allowing for the presence of five million animals which the fall 
in the number of animals grazed at full rates asks us to reckon, 
there is a clear rise of five million animals which have to pay 
the so-called privileged rates. A million more animals are now 
grazing under settlement rights. Again, half a million more 
animals are now grazing during the pleasure of Government or 
otherwise than under settlement rights. But, all things considered, 
three million more animals of all descriptions are now grazing 
under some kind of payment or other. This is enough to show the 
evil effects of the rigours of forest administration. To this, the rise 
of half a million in the number of animals which are allowed 
to graze free during the pleasure of Government or otherwise than 
under settlement rights, and the million more animals ^hi^^ tse 
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allowed to graze free under settlement rights, make, indeed, very 
poor amends. 

This point will be more clear when we consider the incidence 
of the pressure of grazing regulations upon the two kinds of 
bovine animals which form the mainstay of Indian agriculture. 


Year. 

Pull rates. 

Privileged 

rates. 

Rights under 
settlement. 

During plea- 
sure of 
Government. 


Cows and Bullocks. 


1901-02 ... 

3,713,894 

883,617 

1,275,996 

675,629 

1902-03 ... 

3,806,821 

1,052,959 

1,275,656 

424,269 

1903-04 ... 

4,207,894 

1,207,941 

1,040,669 

352,754 

1922-23 ... 

1,030,338 

1.807,728 

1,789,026 

616,890 

1923-24 ... 

2,001,330 

2,033,470 

1,739,979 

1 

404,343 



Buffaloes. 



1901-02 ... 

641,366 

227,599 

223,963 

101,161 

1902-03 ... 

663,502 

196,236 

242,086 

108,687 

1903-04 ... 

743,221 

262,483 

230,611 

61,737 

1922-23 ... 

232,301 

179,885 

365,575 

128,484 

1923-24 ... 

614,261 

1,351,497 

367,107 

562,726 


From these two tables it will be seen that the buffaloes fared the 
worse of the tightening up of the grazing rights. It may at first 
sight seem that the number of cows and bullocks grazed on pay- 
ment in 1928-24 has not changed very much— it showed a per- 
ceptible decrease on the other hand. Here it will have to be, 
pointed out that the .number of cows and bullocks grazed free as 




INDIAN J^ASTUEES AND FODDER SUPPLY 


in 


indicated by tke remaining columns bas considerably diminished.^ 
This is not the real test to have an accurate estimate of the effects 
of grazing regulations at the present day. We should not ignore 
the point that the total number of bovine animals has shown great 
increase during the present century. *5 


(In millions) 


Year. 

Bulls and 
bullocks. 

1 

i 

Cows. 

Oow 

calves. 

Buffaloes. 

Buffalo 

calves. 

Total. 

1906-06 

30 

22 

26 

13 

... 

91 

1924-25 

51 

38 1 

31 

20 

11 

161 


In twenty years the bovine stock increased by sixty millions, 
leaving aside the similar roncurrent increase in the number of 
other animals. There ought to be like extension of gracing 
facilities in case these animals have to thrive well. But from 
these facts it is manifest how utterly inadequate is the provision 
for grazing in India at the present day. Needless for me it is 
to reiterate the sole responsibility of the Government. Admitted- 
ly, our live-stock is absolutely inadequate for national and agri- 
cultural ptirposes. But to starve this inadequate live-stock is not 
only to lower agricultural efficiency and national health but also 
to bring about the ultimate lowering of the quality of the species 
and thus expedite their extinction. 

We are now fairly in a position to enquire into the nature 
of the forest administration in our country as far as it affects 
our pastures and fodder supply. The administration of Indian 
forests is far from satisfactory. Even Dr. Gilbeort Slater had to 

25 I cannot vouch for the accuracy 'of these figurei^, as has been already pointed 
out. But we have no other data to proceed with. It may be that the agricultural 
statistical survey in 1905-06 was not as thorough as at the present day, and f<» 
this mason alone I abstained from giving figures for any year towards the close 
ol the 19th century for the sake of comparison. 

F. 8, 
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^int out that the reserved forests are protected by a few granite 
posts with letters * E.F./ and by the forest guards, one man for 
a vast ecstent of the country, and this protection is not always 
adequate. ”26 Inadequate management is not our present concern. 
What wo are concerned about are the fundamental agelong rights 
that were vio^lated when forest tracts were ^ conserved,^ and the 
actual rights of the peasants and landed proprietors under such 
conservation. 

The objects of the Forest Administration in India resolve 
themselves under two heads. One group of authorities sums them 
up as Mlows:*^ 

(1) ‘‘We must endeavour to furnish that protection against 

avalanches, ravines, and torrents, which belts of 
forests can alone efficiently afford.” 

( 2 ) “ We must make such arrangements as to secure for the 

use of the people of the country, as well as for export, 
a sufficient and permanent supply of timber and forest 
produce.” 

Bbsides these, there are a few scientific reasons that apparently 
go to support the official view. The presence of forests has a 
marked tendency to lower the temperature of the hot climates. 
Their foliage offers an immense warmth-radiating surface, 
resulting in plentiful rain. Their roots loosen the soil, and thus 
contribute to its fertility. “ Their thick canopy of verdure also 
prevents the rays of the sun from penetrating to the ground and 
absorbing the humidity,” and thus become parents to perennial 
sources and rills that become instrumental in adding to the rich- 
ness and plenty in the neighbourhood.® 

26 Some South Indian Villages, p. 18. Madras University Press and Humphrey 
Milford. 

27 Suggesttons regarding the Management of Forest Lands in Kulu, p. 18. 
]9y Messrs. Brandis, Baden-Powell, and Stenhouse. A Joint Report, dated lltb 
l^ovember, 1876. Calcutta, Superintendent Geyemment Press. 

Extracts on Forests and Forestry, pp. 80ff. Compiled by N.A. DaeeU, M*A., 
Pc^servator of Forests, Bombay. 1869, Bdn. Soo. Press. 
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I can multiply the liat of benefits to be derived from ib,* 
forests of the land. I can never hope to minimise the importance 
of the timber supply of the land, and of forest produce, which 
Shaw Wallace, Balli Brothers and other companies have monopolis- 
ed in exporting to foreign countries, on the other. But my chief 
concern is, admitting tho financial results of this process of forest 
conservation, that it is high time to realise the detrimental effect 
which it is capable of as far as the cattle-stock of the country goes. 
It is here that the Government is blind to a damuging influence 
which cannot be actually ascertained in rupees and arnas, simply 
because they rejoice over a perceptible and advantageous 
rise in the income of the revenue returns. 

The ofiGicial view again confronts ns here:^ ‘‘The fodde(r 
question is now assuming importance in Indian economics on 
account of the restriction of grazing areas which has resulted from 
the rigid extension of the arable land, and the stricter conserva- 
tion of* the jungle as forest reserve.” Here the Government is 
not totality blind lo the ravages caused in India at the present 
time by a shortage in the supply of grasses, stubble and fodder* 
But they explain the situation in their own characteristic way.^ 
“ The Agricultural Department have already tended to increase 
the fodder available, since improvements in the yield of grain crops 
involve simultaneous* increase in the yield of straw. But more 
and more attention is now being devoted directly to the problem of 
fodder raising and storing. Eesearch has shown that several weeds 
liitherto regarded as troublesome intruders in the fields, can be 
utilised most advantageously as cattle food.” On the other hand, 
they take to task the public, who have an immediate and 
unchallengeable necessity for an increased supply of grasses and 
fodder, by saying^i that “ from time to time the resulting friction 
between the Forest Departments and certain sections of the public 


^ India in 1925, pp. By Professor Bnshbrook-Williams. 

SOJMd. 

31 Ibid. 
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litis to agitations of various kinds. This was particularly 
marked in the days of the non-co-operation movement.’’ ®ie 
public does indeed realise the province of Government as far Ae 
the forest administration goes, but it cannot help bringing moral 
pleasure upon them and make them reailise the urgency o<f the 
reforms necessary to throw open the forest tracts more extensively 
and liberally than heretofore for purposes of national grazing, ^2 

We now come to the fundamental question of the respective 
rights of the Government and the people as far as the forest 
administration goes. I shall have occasion to discuss through the 
columns of this journal the important subject of the rights of 
property in land in India from ancient times to the present day. 
But here I limit my observations to saying that certain specific 
rights of the people have been deliberately ignored by the 
Government. 

An official exposition of the rights of the Government in 
forests and their relationship to those of the people is put as 
follows:^ We are aware that the Government has reserved for 
itseilf proprietary rights in the forests and unoccupied waste lands, 
and as a matter of fact, before permission is given to break up 
forest land for cultivation, the sanction of the Forest Officer (since 
forests have been transferred from the district authorities) is 
obtained.” But immediately after this statement, the three autho- 
rities who drew up this report, including Mr. (now Sir) Bobert 
Baden-Powetll than whom no better authority on land tenures in 
India can be found at the present day, observe that ‘‘ under such 
a state of things it is obvious that difficulties may arise hereafter 
regarding the rights of the Government and the B^aiyat^ in forest 
land, from which the latter derives a certain revenue while the 
former is the proprietor. Such doubts might be obviated by an 

32 In this connection see the problem of cattle regnirements to national purposes 
ably discussed by Dr. Thomas Nixon Carver m his Principles of Rural Beonomies 
(Ginn & Company, Boston). 

^Suggestions regarding the Management of Forests in KulUf p. 6. 

34 Local landed proprietor. 
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®ai4y demarcation of the forest lands in which Government intends 
to maintain its proprietary rights/^ This only touches the fringe 
of the problem. The Government has acquired at the present day 
a statutory proprietary right in all forest and waste lands. On 
this point more light is needed as regards agelong rights and 
arrangements between the Government on the one hand and the 
body-politic on the other. But it is patent by this time that certain 
immemorial rights of the landed proprietors have been jeopardised 
if not literally abrogated duiing the process of forest conservation. 

A most interesting feature of the forest a Iminivstration in 
India is admirably summed up Mr. I yell when he discussed 
the rights of the Government and tjbe refoims needed as far as 
this phase of their activity goes.^ 1 quote his observations in full 
as they are at once official pronouncements, but characterised by 
moderation and a clear perception of the rights of the people. 

The state has a right of approvements oi reclamation of the 
waste, that is, \\aste land cannot be broken up for cultivation, or 
otherwise appropriated except with its permission or by its orders. 
Again, the state, for the purpose of forest conservance, has a right 
to preserve or prohibit exercise of common in n part of the forest, 

but it is bound to exercise these rights and that of 

approvement, so as not to unduly stint or disturb the rights of use 
previously existing. I believe the above statement of the mutual 
rights of the State and the landholders to be in agreement with 
the view of their rights entertained by the Kulu landhoflders since 
the first regular settlement. It ts the old customary tenure of tke 
country modified by arrangements made at first settlement by our 
Government. It may eventually he necessary to alter it, and 
confer a proprietary right in the waste of a more perfect (P) on 
the landholder s.^^^ But even Mr. Lyall is not prepared to 
recommend immediate measures in this respect because ** since 
once done, it could not be undone; if done at all, it should be done 


SIS Settlement Report^ para. 102 Quoted Ibid., p. 12. 
36 The italics are mme 
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deliberately some yeai’s hence with the experience gained/’®^ Sere 
is to be seen the tenacity of the Government to cling to precedent 
and past tradition whatever may be the urgency to reform a 
particular feature of their administration realised by themselves* 
Order and evolution have outrun practical utility and general 
beneficence* 

It may be noted in passing that there are specific advantages 
to be derived in case forest grasses are thrown open to cattle for 
free grazing. Besides the actual natural grasses from which 
inestimable benefits are to be derived by the cattle, there are other 
kinds of winter fodder which the forests supply to the agriculturall 
population. For example, in the Kulu forests of the Punjab,®^ 
several trees are chopped for cattle fodder. They include the 
three kinds of oak, olive, two species of elm, hare-chestnut, mulberry 
the ficus vigosa^ and others, the leaves of which “ are stored in 
autumn and given to the cattle when dry.’’ This source of winter 
fodder is now denied to the needy agriculturist by the departmental! 
rules of forest conservation. Again, the droppings of the leaves 
of the forest trees supply him an ample source of litter for manure. 
Green manure has been scientifically proved to be one of the best 
manures and the green compost with the human compost is one of 
the specialities of Chinese agriculture. Even in our country it 
occupies a place next to that of farm-yard manure. Besides this, 
the green droppings of the forests supply excellent litter to the 
farmer for the preparation of a synthetic farm-yard manure.^® 
This advantage which is sure to act beneficially upon the productive 
capacity of his fields is again denied to the farmer. 

Before we pass on to the methods of increasing and enriching 
our fodder supply as such, it is necessary for us to inquire into 


37 Ibid, 

38 Ibid. 

39 Cf. the present writer's article on Natural Manures in India. {Indian 
Review^ Madras, March, 1927.) See also, Dr. Voelker's article on Manure in the 
Dncyclopasdia Britannica (XI Edition) for a statistical measurement of the 
respeotive yields of farm-yard manure, etc. 



INDIAN PASTURES AND FODDER SUPPLY 


177 


the operation of the grazing rules and fees. We have already 
seen that there is a definite premium put upon grazing offences 
by the tightening up of the extent and management of the grazing 
areas in the forest tracts.^*^ Of late there has been a discernible 
increase in the number of animals grazed on payment. The 
management of these grazing areas is carried on in a peculiar way. 
For example, in Madras leserved forests in a district are divided 
into grazing blocks. The extent of each block varies according 
to the local conditions, and may include either one reserve, several 
reserves, or even part of a reserve. Each grazing block is divided 
into several compartments, and one or more compartments are 
closed to grazing or browsing alternatel> ioi definite periods. The 
scale of fees are as follows ; 

(a) Buffaloes .. 6 ai nas per head. 

(b) Bulls, cows, horses, and 

asses ... ... 3 annas per head. 

(c) Sheep and goats ... annas per head. 

Permits are hard to be obtained from the local officers, and 
it is not unfair to recognise the amount of corruption of the petty 
officials deciding these transactions which are mostly based upon 
the holding capacity of the respective blocks. Demand for 
grazing areas is always in excess of the provision available, and 
the charges are naturally heavy in the rural areas where the money 
economy is not extensively known and payment in coin is gene- 
rally looked down upon as burdensome and necessary to be 
avoided.^^f in the case of animals from other districts or from 
districts reserved for cattle breeders, which have a seasonal exodus 

40 These dispnteB are agelong. I was greatly amused over this perennial 
Bonroe of friction between the Company and the public during tibe years 1766— ISOZ 
in the Northern Oircars, and the records of the India Office Library dealing with 
this period, on which I am at present working, have ample material to supply 

41 The Fofe0 Manual^ p 297. Madras, Supenntendent, Government Press, 
1906 Rifles and Conditions regarding the Issue of Grazing Permits. 

4B We can induce an average farmer in an out-of-the-way village to part with 
ten or afteen seers of gram, but it will be long to make him realise ^at a money 
etunmntation of two or three annas is more advantageous. 
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ta the forest areas^ aa has been pointed out above, rates m eaoess 
oj the ohove may be levied with the prior aanction of th« 
Government. A nicer distinction is drawn as regards the cailves. 
Those under six months entering the grazing blocks in the first 
half of the year are grazed free, while half charges have to be 
paid for the second half. While the same have to pay full rates 
in case they enter the grazing blocks during the second half of the 
year.^ I am certain that with the exception of a few local changes, 
the administration of the forest areas is practically the same as 
that of the Madras Presidency. 

Methods of Improving Fodder. 

The problem of improving the fodder supply of the country 
will be discussed under three heads : more fodder and better fodder; 
reserve fodder and fodder storage; and transport facilities for 
fodder. In one of the statistical tables we have seen that there 
is an appreciable increase in the amount of fodder crops raised 
in our country. But I had occasion to show that they are inade- 
quate to national purposes. This is rendered all the more inade- 
quate by the fact that with the increase of the number of cattle 
wealth there is a growing demand for fodder supply. A like 
increase in the population of the country is operating to reduce 
the amount of pasture lands available on account of the extension 
of arable cultivation, while from the opposite side the stricter^ 
administration of the forest department is chopping off all avail- 
able means of naturaJl grasses. We have to co-ordinate all this 
contradicting evidence, and try to eiliminate the deficiency of fodder 
supply in our national economy.^ 

43 The italics are my own. 

44 It is to be wondered why this beneficial delicacy which cannot be explained 
has been shown in favour of calves entering the grazing blocks in the first half 
of the year. 

45 I was unable to find any better and more authoritative stu^ of this problem 
than that of Mr. Howard’s Crop Production in India^ to which reference has 
already been made. Section IX (pp. 80 — 86) headed “ Some Aspects of the Fodder 
Problem/* even though not as long as we would have desired it to be, is excellent, 
and will repay perusal. 
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The whole problem can be summed up in one phrase “ intensive 
cultivation.’^ Our agricultural methods have long become anti- 
quated. The potential fertility of the country has been long 
exhausted by an inteimittent process of cultivation without 
imparting to the soil any kind of rejuvenating and resuscitating 
chemical constituents But we are not denied any future ho'pes. 
Our count! y has two important factors operating in her favour. 
Thev aie the immense vsolar energy and the tempeiature suitable 
to growth uliicli aie not to be found in the same degree in many 
of the countries of the world cxccjit in China rnd Japan But 
we are not able to recognise them in the first instance, and use 
them to advantage in tlie second In this respect, Japan and China 
have outstripped us in the race for agrii ultur.d efiloiency. The 
reasons foi this a^e mainly two. The one ‘s that under a more 
sympathising and liberal Government we could have achieved 
more, and better The second is the geneial ignorance of the 
masses. Better processes of improved agricnllure are to be used. 
The recent national upheaval has done something to lift up this 
mysterious veil of ignorance, and already there are» articulate 
signs of inquiry on the part of the agriculturists who are begin- 
ning to doubt whether we are sinking ” But more could be 
done by the state in this matter of popularising improved methods 
;,of intensive agriculture, and thus assist the civic activities of the 
body-politic. 

More and better fodder ran be obtained easily, provided there 
is a little of judicious ihought given to the subject. Our agri- 
Olilturists should abandon the idea that they need not raise ” any 
crops for the supply of fodder to Ihe cattle, which are now to 
subsist on the grasses of the land if there are any, and, in the 
second alternative, on the hay left out after the removal of the 
com and stored up for the dry season. A system of alternate 
crops and rotation of pastures and fodders on the one hand and 
fbod-crops on the other should be adopted. In this respect we 
have to copy from the West a little. I believe that our agri- 
culture has come to that stage when we have to thoroughly 
F. 9. 
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exawK^ the situation and see whether wa are not to abaadUm the 
traditional methods of continuous cultivation and take to the 
system of rotation of crops. This system has a very beneficial 
effect upon the soil and the yield. For a slight decrease in the 
money value of the yield of a particular field when we raise a 
fodder crop instead of a. food cmp, the incubus of a continuous 
annual raising of food crops upon the soil is removed. There 
is a breathing space for the soil to regain its fertility and thus 
get ready in a more fit condition for the coming year’s food 
crop. In this connection it is well for us to remember that 
fodder crops such as lucerne, jowar and others have a direct 
nutritive value to impart to the soil. This is a profitable way of 
bettering the prospects of cultivation, while ensuring a richer 
supply of fodder for cattle to subsist upon. 

The second method to increase the quantity of fodder in 
India is to find out a good number of fodder crops, which can 
give ns a variety of alternate crops according to the recjuiremente 
of local conditions and varying seasons. This selection of 
suitable fodder crops to be raised in an alternate scheme of food 
and fodder crops which has to be popularised, is sure to supply 
us with an eflScient stock of reserve fodders for consumption by 
cattle in less fortunate seasons, and thus spread our fodder supply 
evenly throughout the year. Already there have been certain 
steps taken by the Agricultural Department in this direction, 
and we will not grudge to give them credit for that. The experi- 
mental farm at Pusa has done a lot in this respect of discover- 
ing suitable fodder crops. Tn the Central Provinces a species of 
bamboo is being grown for fodder purposes.. Prickly pear is 
being converted into fodder by a simple process in the Deccan. 
Interesting experiments are being carried on in Bombay, in*- 
augurated by the ex-Director of Agriculture Dr. Harold H. 
on the best way of developing the stray grasses on the uncultivat- 
ed slopes. In the Agra Divisicm one of the hot-weather crops, 
the huurai (Pleuehea lanceolata) hes"^ been popularised. Host 
lQdd^v. ffvipses such m the elephant grass is being popularised In 
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th'e South, while an African varieiy Fennise^um clandestiimm is 
xnaikmg faidy satisfactory progress in the North-West FreWJtiSr 
Province. We have, again, a variety of fodder crope, si:teh as 

nudze aind millets, which take the place of the graseee af iSke 

West; and lucerne, berseem and Persian clover are goed^ ais foster- 
crops, but it only remains to extensively popularise^ themV 

There is one difficulty with this method of pfogreseh^e 
popularisatian. Variety of indigenous fodder plants is not alleys 
forthcoming. A certain amount of acclimjjtising exotic Varieties 
to Indian conditions has to be carried on. This is entirely the 
task of the Agricultural Department. This is not a difileviit iaek 
for the specialised students working on a model farm with ail 

the latest chemical accessories, and we can well trust them ih 

their results. The difficulty arises when they are passed on to 
the actual agriculturist. The traditional uniformity of Vidian 
agricultural methods is such that any newly discovered me'&ode of 
agricultural production is not readily swallowed by the avoiftige 
peasant. Even th^ greatest amount of persuasion and demon- 
stration (I do not suggest coercion) at times fail to convince him 
of the adaptability of the new modes. But when oncd He in 
convinced of the useful results of these new processes he will 
not only be too pleased to have further doses of improvement, 
but it will be next to impossibility to dislodge him from his new 
position. Only his robuvSt faith falls to the ground in case of any 
failure, whether purely local or accidental, and there is once again 
a great swing to the other extreme of traditional cultivation. 
Such being the case, the greatest measure of caution and analysis 
has to be used before an innovation is set on foot for popularisa- 
tion. The conditions of an experimental station are quite different 
from those of a stray average field. The capabilities of the farmer 
are limited, and it is generally not quite likely for him. to take 
the one from the' specialist and adapt himself to the changed 
conditions. An exhaustive and accurate study of local Qonditioiie 
esttremely desirable before this new process which was tried in 
a corner of the country under ideal conditions and loi^d 
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is attempied to ])e acudiinatised. Any slight variation in the 
promised results is sure to lead to lamentable ( onsequences.^ 
Far more difficult than the quantitative and qualitative increase 
in the fodder supply of India is the problem of reserve fodder and 
fodder storage. This is quite a consequence of an appreciable rise 
in the supply of fodder at the j)resent day which we have dis- 
covered above. Mere glutting of the markets with an abundant 
supply of fodder during the period iollowing the removal of 
crops is at its best cai)able of a ieniporaj'y excess of supply of 
fodder whi(;h the cattle cannot jiossibly exhaust at that i)arti- 
cular moment. May be, a recognisable ])ortion of it will have to 
stink and tlins run to waste. On the other hand, during the 
dry months when the hot winds parch the fields and ever-greens 
are turned into deserts, the necessity for fodder will become all 
the more acute. The Famiiui (kunmission raised this question 
long ago, and tlio urgency of the measures to be taken to secure 
a more steady and ev(uj supply of fodder throughout the year 
is urged u])ou, ])ui optimum results are ne.ver forthcoming so far. 
The spread in/j of fodder supf)ly throughout the wh<)le year cau 
bo done in two ways : 

(1) The first will be to discover l)etter kinds of fodder 

whiidi cau stand the ravaging eifects of the tropical 
8\in. They must be j)a.rticularly of an enduring 
nature, and in this res])ect they" must depend u])on 
the iTn])roved quality of the fodders raised. 

(2) The second way of solving the ]>robl(mi is to see whether 

fodders could be I'aised in difl'erent parts of the year. 
This would mean a readjustment of the present-day 
agricultural o])erations. Assuming that fodder crops 

46 Tt is within thp observation of the present writer that artificial fertilisers 
have been thorouc^hly discredited in certain parts of the Andhra province, simply 
because in one village a whole crop has been destroyed by a disproportionate 
admi\'tnre of the chemical constituents. It will take a lonf? time before confidence 
conld be restored, and that openness of mind with which this experiment has been 
started is hard to be attained once again, whatever may be future success. 
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will be raised in India just in the manner in which 
food-cro])s are raised, or, rather to put it more effec- 
tively, assuming* that fodder- raising is recognised to 
be as essential a l)usmess in the national economy 
as the suj)i)ly of food-grains, we have to see that they 
hav(' to be raised at diifereiit ])arts of tlu^ year, so 
that wastage possible under the old regime is eli- 
minated, while in this instalment basis an effective 
way of ineeting the demand for fodder is supplied. 
Inciweiiially, this method solves the problem of 
storage aecommodat ion. 

Mr. Howard sums up the situation as lollows India has no 
leguminous hay at ]>resciit, but Iheie is no reason ’N\'hy this state 
of things should continue, huceriie, and borseem make excellent 
hay, provided caio is taken to ])reserve the leaves (the most 
nutritious portion) during the curing process. This can he done 
by completing the diyiiig process in small heaps and taking care 
to stack the finished product in tlic early morning before it gets 
brittle.” A little moiH^ care is sure to give us good results, and 
in the opinion of this (}X])(ut. we can have a good leguminous hay 
in the ,sltafh(l hay now po]>ulai‘ in the Punjab. 

Transport facilities figure prominently when we have tried to 
solve ilie quantitalive and qualitative supply of fodder in the 
country. Any industry is to be based upon the favours of local 
conditions. Where localization takes i)laco, there is the dogging 
presence of unfavoured parts. Even in the raising of fodder crops 
in India, certain parts of the land are comparatively more favourably 
situated than others, and lumce are more conducive to fodder 
raising. Again, farmers in certain localiti(^s are more inclined to 
take to this kind of imy)roved agricuUiire, while others are not so 
{idvanced or enterprising. To equalise distribution we should 
command ad(Hjuate and cheap Iransport facilities. Easier trans- 
port facilities have always been a favouring factor in civilisa- 


47 Op. cit., p. 86. 
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Horn, and material prosperity. Canal and river transportation are 
of essential importance in this connection. Something in the 
nature of a local bounty is needed for this new feature of agricul- 
tural activity to thrive. It will be practically a strange thing for 
an agriculturist to think of buying, rather of importing, fodder 
from an outside district or agency. He had been long accustomed 
to be self-sufficient. His forefathers have been self-reliant from 
immemorial times, and his fields are supposed to give his live- 
stock sufficient menu for susie fiance. If there were any deficiency, 
he could feed them upon stray stubble and natural grasses. To 
this deluded farmer, paying a price for fodder imparted from an 
outside district, which must be naturally heavy, is unthinkable. 
Hence a competitive price alone can hope to have a moderating 
and convincing influence uixin him. A cutting of price is pos- 
sible in case there is cheap transport. Water transport is 
decidedly cheaper than transport by animal power, while in this 
connection we cannot think of transport by the rail-road. The 
best thing would be in the circumstances for the local self- 
governing bodies to lower the ferry-rates, and for the Government 
Public Works and Irrigation Departments to show a partiality 
in favour of fodder transport. This is sure to act in a double 
way to increase fodder supply : in cutting down tbe price level 
and in inducing the agriculturists to take to fodder-raising on 
account of this allurement in terms of coin, A reduction in price 
means a reduction in the feeding costs which is sure to put 
up the demand for fodder at a very high pitch. Mr. Howard 
hopes^® that the Army can be of some use in the agricultural 
development of the country, especially in the Punjab, by aiding 
in the transport facilities, and thus it would seem that a partial 
exoneration of the heavy capitalised and recuri’ent non-votable ex- 
penditure is capable of being obtained. 


48 Ibid, 



INDIAN PASTURES ANB FODDER SUPPLY IBI 

T4i0 Futumi 

The future is wholly one of hope and effort. Several national 
forces have to be mobilised to achieve this important end, 
without which our agricultural activity will have to sink down. 
We must have robuai faith in the future. Constant propaganda 
and education should be drawn to our assistance, and in this 
respect the Co-operative and the Agricultural Departments and 
the non-of&cial co-oi>erativ6 organisations can help to iinpix>ve the 
situation in a large measure. Next we have to wofk with great 
perseverance and hope to gain optimum results. But the greatest 
part in this task rests with the more liberalised activities and 
financial support of the Oovemmert. The following will be the 
three main lines along which we have to work in trying to alle- 
viate the agricultural depression of India at the present day: 

(1) The forest policy of the Government of India must have 
a lot of liberalised orientation. Forest conservancy 
rules should be relaxed, new measures to acquire 
further forest zones under administrative control 
should be altogether abandoned, while every effort 
should be made to break up the existing ones and throw 
them open for cattle and fodder raising. The graz- 
ing laws should be humanised, and payment-regula- 
tions relinquished. There does not seem much 
reason why Indian forests should yield more than a 
crore and a half of rupees annually, while those of 
the U S.A. and Canada are a charge upon the 
federal budget.^^ This only indioatee the effect of 
the source and nature of the Gkwentmesit of a land 
on its national wealth- A paltry asset on the 
balance sheet which the forests supply to the Goiam- 
ment of India should not outweigh the inestimable 
benefits to be conferred upon the cattle-stock and 

49 Cf. Buebbrook •'Williams : India in Section dealing with Ihe forest 
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agricultural operations in the country by a more 
liberalised administration of the- forests and the waste 
lands. 

(2) Statutory legislation is a crying need as regards prohi- 
bition of utilising village commons, pasture-lands and 
waste lands for purposes of arable cultivation. The 
latter should never weigh as a serious consideration. 
Instead of increasing agricultural output, this pro- 
cess, if allowed without hindrance, is sure to react 
upon the existing sources of motive-power and irri- 
gation facilities, and bring about an initial dissipa- 
tion and an ultimate collapse of the agricultural 
industry of the land. The Government ought not use 
the powers vested in them by law of splitting up 
waste lands and awarding them to stray and deserv 
ing applicants, mostly in the shape of rewards to 
people who have done them some sort of service or 
other.50 On the other hand, they should buy all 
available patches of land and specially allot them for 
purposes of grazing in common.^^ In this respect 
the local civic authorities ran co-operate with the 
Government in improvising sufficient pasture lands 
for each village, in the i^ianner in which ancient 
Aryan usage required. 

(fS) Our agricultural machinery and processes should be 
thoroughly overhauled. An alternate mode of raising 
food-stuff s and pastures, rotation crops and reserve 
fodders must replace the old traditional method of 
oontiniions cultivation of food-crops. Above all, oiir 
agriculturists shoidd be made to realise that fodder- 

60 in this connection, it is proper to recollect that Government has alienated 
waste land and culturable waste in favour of most of the demobilised armies which 
have seen service in Mesopotamia and in the open front in the Great War. 

51 Bharata Sakti (p. 17) by Sir John Woodroffe. Madras, Ganesh k Oo. 
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raisini^ is a job in itself and as vital to national in* 
terests as food-crops themselves. Ifew fodder crops 
miLst be d’scovered and popularised, and in this con- 
nection fche Agricultural Department should be more 
enterprising and convincing. Reserve fodders and 
fodder storage must be incorporated into our agri- 
cultural operations, while cheap transport facilities 
are to be offered to effect a decent cut in the price 
level of fodder and thus lower the feeding costs. 

— We regret that the table on p. x6P doew not ’nclnde for oompariBOXi 
with India any old country except Denmark, whica iS a large exporter of dairy 
produce. All the other countries are nev countries witn sparse populations and 
large exporters of beef. — ^T he Editors. 


F. 10 



TISE INDIAN TINPLAtE INDUSTRY: A STUDY 
IN COMPARATIVE ADVANTAGES 


BY 

H. L. Dey, 

Lucknow University » 

Tlie idea of starting a tinplate industry was conceived during 
the Great War. The circumstances of its origin were exactly 
similar to those of many other industries — the difficulty of import- 
ing tinplate for military and commercial purposes and the hope 
of large profits offered by an indigenous industry secure from the 
risks of foreign competition for, as was then imagined, an indefinite 
period. Two big firms, the Burma Oil Company, Ltd., and the 
Tata Iron and Steel Company, Limited, were greatly interested 
in the manufacture of tinpilate, the one as tlie consumer of tinplate 
and the other as the producer of tinplate bars, which constitute 
tho most important raw material of the tinplate industry. 
Estimates and negotiations were completed by 1919 and the 
Company was registered in 1920. The entire share capital of the 
new company was taken up by the two firms — two-third shares 
valued at Us. 60 lakhs by the Burma Oil Company, Ltd., and the 
remaining one-third costing Rs. 25 lakhs by the Tata Iron and 
Steel Company, Ltd. As the years 1920 and 1921 progressed, it 
was found that the share capital was inadequate on account of 
adverse exchange, rise of price of American materials, enhance- 
ment of Indian import duties and finally the use of bigger and 
more elaborate plant and machinery than were originally 
contemplated. The result was that the additional capital needed 
was raised by issuing debentures worth Rs. 1,26,00,000 at 10 per 
cent, the whole lot being taken up by the bigger of tho share- 
holders, the Burma Oil Company, Ltd. The total capital was now 
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Its. 2,00,00,000, of which neaily Ee. 1,50400,000 represented the 
block, and Es. 50,00,000 working capital.^ 

The factory is located at Gc^lmuri, near Jamshedpur. The 
first mill was staxied ou 18th December, 1922, with a Ml crew 
of 54 Welshmen and 2 foremen. Over a hundred Indians were 
immediately put under training. In less than a year, Indian 
workmen had been sufficiently trained to make it possible for all 
the six mills being put into operation by the end of J923. But it 
was in 1924 that all the plant could be completeily worked. So 
far as the results could be judged b> the output alone, they exceeded 
even the most sanguine expeexationis of the promoters of the 
company. In 1923, the output was C,00<J tons and in 1924, the 
first year of full working, 20,763 ions. In the succeeding year the 
output rose to 29,555 tons, and in 1926 ir 35,000 tons. It is 
worthy of note that the original estimate of full output had been 
put down at 28,000 tons, so that in the course of a short period of 
2 years of full working, the results proved to be better than the 
estimates. A subsequent estimate placed the figure of full output 
at 36,000 tons, which was reached in 1927, that is, in the course 
of four years of full working.^ The rapidity of the grouih was 
so striking and remarkable that the Tariff Board in its Eeport of 
1927 was constrained to record that the tinplate industry afforded 
a notable illustration of the industrial pmgress attainable within 
a short period under the policy of discriminating protecSion 
adopted by Government.” 

This brief survey of growth, as shown by output, would no 
doubt lead to a prima facie assumption that the tinplate industry 
of India enjoys the benefit of some superior advantages which hav^ 
made such strikingly rapid development possible in a manufacture 
which many other countries have failed to establish on any appreci- 
aj>le scale. On the other hand, the rapidity of the growth of a 

1 Vide Evidence recorded during Enquiry into the’ Steel Industry (1924), Vol. 2, 
pages 16, 27 and B6. 

f Vide Evidence recorded during the Statutory Enquiry (1926), Vol. 7, 
pages 65-66, 
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highly technical! industry in an industrially backward country 
like India, where most -of the essential eilements of ‘ productive 
power ^ like skilled labour, foremen, captains of industry and 
banking are lacking, may also raise a reasonable doubt in our 
minds as to whether ail this outward development was not after 
all a mere spurious success due to the generous measure of 
assistance afforded by the protective tariff. Whether the founda- 
tions of the industry have been set upon solid grounds of potential 
superiority or merely upon the artificial prop of protection, may 
bt found out by analysing the comparative advantages that are 
enjoyed by the industry in India. 

The tinplate industry may be regarded as a branch of 
the steel industry and, therefore, in point of comparative 
advantages, they stand more or less exactly on the same footing. 
In the tinpiate industry, no less than in the steel industry, the 
advantages are potential, not acfeal. It may, therefore, be held 
with reason that since the steel industry has been found to enjoy 
potential superiority, the tinplate industry is also presumably 
benefited by that potential superiorify of the main industry. 
Nevertheless, the conditions of the two are not exactly on a par, 
though there may be many points of similarity. For in the first 
place, the raw material of steel, that is, pig iron, involves a much 
less difl&cult process of manufacture than that of the tinplate 
industry, that is, steel. The former has been already a commercial 
success in India for nearly two decades, while the latter is still 
dependent upon the artificial prop of protection. Secondly, 
tiiiptlate manufacture represents a highly technical process of 
conversion, and is undoubtedly a great deal more difficult and 
complicated than general steel manufacture. This is proved by 
the fact that highly developed industrial countries like France, 
Germany and Japan, who have long succeeded in the general 
8tee»l manufacture, have had only indifferent or totally disappoint- 
ing results in the development of tinplate manufacture. Accord- 
it is necessary to study separately the question of comparative 
advantages in the tinplate industry. 
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Among the raw materials of the industry, the principal are 
the steel bars, which account for about 40 p.c. of the total works 
costs Now, so far as the Indian tinplate industry is concenied, 
the sheet bars are supplied by the Tata Iron and Steel Company, 
Ltd., under an agreement at a price which was for some time 
actually lower than the rate ruling in foreign markets. It is 
necessary to note that the Tata Iron and Steel Company was one 
of the sponsors of the Tinplate Company and holds one-third of the 
ordinary shares. It is interested in the development of the tinplate 
industry as offering an outlet for a considerable paH of its 
products. Accordingly it will be seen that heavy concessions are 
made by it in the supply of sheet barr> to the Tinplate Company. 
The Tinplate Company up to l92b paid to the Steel Company a 
provisional price equal to the f.o.r. Swansea price. If, at the end 
of the year, it were found that the cost of production of tinplate 
exceeded the price of imported tinplate, half the loss was to be 
borne by the Steel Company. If there were a profit due So the 
cost of production being below the imported price, half the profit 
was to be paid to the Steel Company. Accordingly as long as the 
tinplate manufacture in India did not attain as high a level of 
efficiency as hi foreign countries, the tinplate manufacturers in 
Indio were assured of an adequate supply of sheet bars of the 
right quality at a price actually below the rate that might be 
current in Wales from time to time. It is, however, to be noted 
that the cost of manufacture of tinplate, as provided for in the 
agreement referred to, included interest on debentures representing 
fixed capital at 10 p.c. and on share capital at 6 p.c. In consequence 
of this agreement, the Tinplate Company was able to secure its 
sheet bars at a price considerably below the Swansea price. Thus, 
on the 7th April, 1923, the f.o.r. Swansea price of sheet bars was 
Be. 150 a ton, while the price payable to the Steel Company was 
Es. 132 a ton. Similarly, on the 4th August, 1923, the price 

3 Vide Minutes of Evidence, Vol. 7, Statutory Enquiry (1996), pages 81-82. 
The total works costs were Rs. 319-— 769, and the cost of steel Be. 115~-839 or 
87 p.c. of the total. 
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payable for Indian slieet bars was found to be Bs. 110 a ion as 
against an f.o.r. Swansea price of Bs. 137 a ton. The result was 
that the Tinplate Company not only obtained its supply of sheet 
bars at Welsh rates, but also obtained a subsidy from the suppliers 
of the raw material.^ This contract was to have operated for a 
period of 25 years. But in 1924, as well as in 1926, the Tariff 
Board declared the contract as extremeily ill-advised from the 
point of view of the Steel Company, both because it is to 
continue for the very long term of 25 years, and still more because 
it makes the price which the Company is to receive for the steeil 
it sells depend on the efficiency with which the purchaser carried 
on his business.^’ Accordingly, in 1926, the contract was revised 
and the price of tin bar was fixed at Rs. 84 a ton for 1926 and at 
Bs. 83 for the subsequent period of 7 years. This price was 
approximately the same as the price paid for tinplate bars by the 
'SVelsh manufacturers. 5 FuHhermore, this price of Re. 83 
comprised of the Steel Company’s works costs of Es. 60 and 
overhead charges of Rs. 23, which was regarded as quite reasonable 
for a semi-finished product like the tin bar. Accordingfly, it is 
clear that in so far as the principal raw material is concerned, the 
Indian tinplate industry enjoys equal comparative advantage with 
't]^e Wdsh industry. 

Another important raw material, sulphuric acid, is also 
supplied by the Steel Company at a reasonable price. The other 
important raw materials are tin, pink meal, palm oil, zinc chloride, 
gi’eases, tanned fleeces, brasses, cold roll, annealing boxes, and 
rolls. All these materials are at present imported. Tin w:hich 
is next in importance to tinplate bars, is at present imported from 
the Straits, while palm oil is bought from West Africa, In 
respect of both of these things, the Indian manufacturer is nearty 

4 Vide Beport of the Tariff Board regarding the Grant of Protection to the 
Steel Industry (1924), pp. 126 — 28. Also Minutes of Evidence (1924), Vol, 
pp. 25-26. 

5 In 1926, the price of Welsh tin bar was ^6. 3s. 6d. which worlrs out to 
Bs. 82. 4a. at Is. 6d. per rupee. 
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in the same position as the Welsh manufacturer, as both have to 
iihjiort from fhe same sources. The Indian Tinplate Company, 
Ltd., use some 500 tons of tin in all. The only handicap in respect 
of the supply of tin imposed on the Indian manufacturer is the 
hi^h import duty o?? imported tin, which actually came out to be 
Bs. 375 a ton in 1923, Rs. 450 a ton in 1924, Rs. 525 a ton up to 
January, 1926, and Rs. 250 since February, 1926. H is estimated 
that the consumption of tin per ton of tinplate is one^fifty-fifth 
ol a ton. Therefore, owing to the import duty on tin, the Indian 
manufacturer's works costs are enhanced by B.b. When 

the finances of the Government permit it, tb'x import duty on this 
essential material of a struggling and protected industry should 
be abolished. It may also be noticed here that the districts of 
Amherst, Tavoy and Mergui in Burma produce a certain quantity 
of tin, the last-mentioned distiict having produced 407 tons of tin 
ore iind 217 tons of block tin in 1922. Tlie tin ore is sent amiss 
to the Federated Malay States for treatment, although a small 
quantity is smelted according to primitive Chinese methods. The 
Geological Survey is of opinion that there is every possibility of 
the development of a good tin industry in Burma. ^ 

Pa^lm oil is also imported by both the Weilsh and the Indian 
manufacturers from West Africa. It is an importani material 
for the tinning process. Here also the Indian manufacturer ha^ 
to pay an import duty of 15 p.c., and in 1926 the incidence of the 
duty was about Re. 1 per ton of tinplate. The Indian manufaicturer 
holds that the oil palm of West Africa is suited for cultivation in 
India, and further that some suitable substitute also may be found 
out of the numerous vegetable oils produced in India. 

All other essential materials, such as pin.k meal, zinc 
chloride, hot ne<^k giease, gear grease, cold neck grease, tanned 
fleeces, brasses, cold roll and annealing boxes are imported from 
England. Accoidingly, the Indian manufacturer here suffers from 

6 Vide Minutes of Evidence recorded by the Tariff Board regarding the Grant 
of Supplementary Protection to the Steel Industry (1926), pp. 142-3. Also the 
Geological Survey of India Beport, Vol. LV, Part 4, 1924. 
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a distinct handicap in the matter of trade and freig^ht charges as 
compared to the Welsh competitor. Moreover, the Weilsh works 
get much bigger credit for the scrap under their contract with the 
suppliers of sheet bars. In a statement submitted by the Tinplate 
Company of India in 1926, the disadvantages on account of 
imported materials including tin were estimated to be Be. 3T4 
on account of charges and freight, Es. 1*98 import duty on 
materials, Es. 4*61 import duty on tin, or Rs. 9*73 per ton of 
tinplate. Leaving aside the import duty, the real disadvantages 
are, therefore, equail to Be. 3*14 per ton. 

We have also to count the indirect disadvantages consequent 
on the manufacturer being at a great distance from the source of 
supply of essentiail materials. These may be set forth as follows : 
hirstly, the experiments are more costly; secondly, home stores 
may prove of bad quality, in which case replacement takes a long 
time with the resultant stoppage of work; and, thirdly, a larger 
amount of capital has got to be tied up in home stores, for the 
Indian manufacturer has had to keep a reserve of three months’ 
stores as against a possible fortnight or month’s supply at Wales. ^ 
The net disadvantages including import duty are, as we have seen, 
Bs. 9*73 per ton of tinplate, and if the duties are excluded, the 
disadvantages shrink to a measure of Bs. 314 only. To this may 
be added the freight of tinplate from Gclmuri to Calcutta, which 
is the principal market for Indian tinplate. This freight is 
Es. 10 a ton. The totaJl disadvantage on account of its being 
situated in India, therefore, amounts to Bs. 13*14. 

As against this, we have to put on the credit side freight, 
insurance, landing charges, etc., that inflate the selling price of 
imported tinpilate in India. In 1926, freight, insurance, etc., from 
the United Kingdom, cost £Z 6s. 6d., which, at Is. 6d., works 
out to Rs. 31 per ton. The landing charges amounted to Bs. 2 


Evidence, Supplementary Protection (1935), pp. 182*8. Aleo 
Minutes of Evidence, Continuance of Protection (1926), Vol. 7, p. 54 . 
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12a.® Thiis, the tinplate from the United King'dom was worse 
off by Rs. 33 12a. on account of freight, insurance, landing charges, 
etc. It may, therefore, he said that the Indian manufacturer, 
on account of his nearness to the maiket, enjoys a net advantage 
over the Welsh competitor estimated at Rs. 14 to Bs. 20 per ton 
of tinplate. The advantage arising out of proximity to the market 
may he enhanced wlien some of the imported mat:>rials, such as 
pink meal or gypsum, tanned fleeces, tin, palm oil, tools and 
machinery, roills, annealing boxes and stands and greases are 
produced in India, or in the alternative, when import duties on 
many of these essential raw materials are taken off in accordance 
with the recognised principles of scientiflc tariff-making. 

Electricity and water, like steel bars, are purchased by the 
Tinplate Company from the Tata Iron and S^eel Works, and these 
are derived at a reasonable cost. With regard to coal, it is to be 
noted that the tinplate manufacturers generally use second class 
steam coal, as the first class steam coal, whicli gives a localised 
heat, does not suit them. Now, although India is handicapped 
by the deficiency, both in quality and quantity, of her first class 
coking coal for metallurgical purposes, she has ample supplies of 
steam coal, which has been used under competitive conditions by 
many of her flourishing industries like the jufe industry. No 
complaint has ever been heard from those who have been using 
second class steam coal for suitable purposes. The representatives 
of the Indian tinplate industry, as a matter of fact, stated before 
the Tariff Board in 1926 that they found the coal used quite satis-- 
factory for their purposes. 

In respect of the supply of labour, the position of the tinplate 
industry is more or less the same as that of the steel industry. 
From the brief outline of the operations of the tinplate industry 
sketched by J. H. Jones, it would seem that in spite of consider* 
able mechanical improvements in the Welsh and more specially 
in the American tinplate industry, in the main rdlling and tinning 

8 Vide Minutes of Bvidence, Vol. 7, p. 44, on the Continuance of Protection 
to Steel a99d). 

?. n 
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remain handicraft operations, which call for considerable powers 
of skill, experience, judgment and physical endurance. As in the 
open hearth department, and even more than there, the human 
factor is highly important for the success of the rolling and tinning 
stages of the tinplate industry. In the matter of labour, therefore, 
the Welsh tinplate manufacturers enjoy a marked degree of 
comparative advantages over their foreign rivals. As a matter of 
fact, when after the passing of the McKinley Tariff Act of 1890, 
the United States of America established tinplate works, there 
was a sort of literal transplantation of the industry from Wales to 
America. Sometimes the whole equipment — ^roills, shears, pots — 
was imported, and then was operated by Welshmen also brought 
over. Even though gradually the tinplate works of America felt 
the reaction of the new environment and were made more efficient 
by the introduction of automatic or semi-automatic devices, many 
of the handicraft operations are said to be still carried on by 
migrated Welshmen. Germany is still feeling insuperable 
difficulty in establishing* the industry which demands physical 
powers, skill and experience of a high order, while some of the 
Russian tinplate works are still operated by Welshmen. That 
many of the technical operations of tlie industry require years of 
patient and strenuous training to master them will be clear from 
the fact that in some of the We^lsh tinplate works, 13*6 to 21-6 p.c. 
of the males have put in over 30 years of continuous service, 8*6 
p.c. to 171 p.c. over 20 years, 22 to 28 p.c. over 10 years, 15 to 
22*2 p.c. over 5 years. Some of the physical difficulties of labour 
which are imposed by climate have no doubt been removed in the 
United States of America as well as in India by high capital 
expenditure. In America and still more so in India, it wa^s found 
that continuous work in the hot mills during the hot summer 
months would he impossible. We are told that temperatures of 
90^E. to 100°F. have been noted at positions where the rollerman 
and behinder usually stand, and temperatures of 95°F. to lOO^F. 
at points between the furnace and the rolls. The position of the 
operatives h made still moie unbearable by the fumes of burning 
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lubricating grease fi-om the hot necks of the rolls, and coal and 
ash dust from the furnaces. This difficulty of strenuous manual 
work under extreme teniper*\ture has been overcome by a very 
geneiouB, if not extravagant, scale of capital expenditure. “ With 
buildings of a spaciousness exceptional even for America, elaborate 
equipment for blowing cooled air on to the operatives, water-coo’led 
floors and furnace fronts, chimney stacks of unusual height for 
carrying away noxious fumes, and generous spacing of machinery, 
no expense has been spared to counter the diinculiies attendant on 
continuing one ot the hardest known manual processe through 
the Indian Hot Weather.”® Secondly, in so fai as mei'e manual 
skill is called for in the different departments, suitable Indians 
are being trained up for different positions under exper* Weilsh 
instructors, and in these a considerable replacement of imported 
labourers by Indian operatives has taken place within the first 
three years of Indian tinplate industry. Some idea of the 
progress in this direction may be gathered from the fact that 
whereas in 1923, there had been employed 84 covenanted 
Welshmen for an annual output of 9,000 tons, in 1926 the number 
was reduced to 58 for an output nearly 4 times as large (86,000 
tons). On the basis of the 1923 figures, this means a reduction of 
83 p.c. in the strength of the imported staff in tlie period of 2 
years. In consequence, the tonnage of output per head rose within 
the same period from 3*64 to 12*29, while the works costs per ton 
dropped from Es. 459 tc Es. 316. It is also worthy of note that 
between 1924 and 1926, there was a decrease of uncovenanted 
hands from 2,540 to 2,323. It is only in the hot mills and the 
tin-house that considerable numbers of imported operatives are 
employed and will have to be employed for many years to come, 
for the former requires long practicaJl experience and sound 
judgment of the temperature of the furnaces and the steel, and 
knowledge of the correct regulation of the rolls to suit different 
conditions of temperature and gauge, while in the latter an expert 

9 Vide Minutes of Evidence, Enquiry into the Steel Industry, 1924, Vol. 2, 

page 19. 
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ii required to control the temperature of the tin pot. Accordingly, 
the Indian tinplate manufacturers are of opinion that entire 
replacement of covenanted hands by direct substitution can take 
place only in the departments of shearing and opening, pickling, 
annealing and warehouse, whereas in the hot mills and the 
tin-house there can be only dilution and not entire substitution. 
Thus, within three years, 1923-r-2b, the number of covenanted 
hands in the hot mills was only reduced from 56 to 36, and in 
the tin-house from 12 to iO. It is the opinion of competent 
persons that it takes a period of 10 to 16 years to make a good 
tinplate roller. In the cold rolls, again, no Indianisation took 
place, though there were some Indians under training. On the 
other hand, in the annealing department, one European out of 3 
has been leplaced by an Indian, and in the pickling* department, 
there has been Indianisation by dilution, i.e., by placing 1 
European and 1 Indian together in charge of 2 pickling machines 
where formerly there had been 2 Europeans.to 

An important point in connexion with climate and labour, 
to which attention should be given, is that in order to overcome the 
difficulties caused by extreme temperature on the one hand and 
lack of suitable Indian labour with great physical vigour and 
powers of endurance on the other, enoimous capital expenditure 
has had to be incurred. The capital outlay on the plant and 
machinei’y in India has been admittedly on a much larger scale 
than in Europe and perhaps even in America. Sir Edgar Rees 
Jones, representative of the Welsh Plate and Sheet Manufacturers’ 
Association, stated before the Tariff Board in 1926 that a similar 
plant could l>e set up in Wales for an initial capital outlay of 
£350,(X)0 or Rs. 46 2/3 lakhs. In India, however, the capital! 
expenditure incurred was between Rs. 160 to 160 lakhs in 1924, 
which was more tlian double the original estimate of Rs. 65 lakhs. 

^ Vide Minutes of Evidence, Tariff Board. 1926, Vol. 7, pp. i.7 dp, U0~60. 
It 13, however, to be noted that there has been no replacement of Europeans by 
Indians so far as supervision is concerned, specially in the hot mills. 
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This huge amount of excess expenditure was due partly to 
exchange fluctuation and partly to enhanced prices and alterations 
in designs. The capital value of the plant was estimated by the 
Tariff Board, after allowing* for depreciation and fall of prices, 
at Es. 85 lakhs. The question now arises whether the disadvantage 
of higher overhead eliaiges will be compensated in some other way. 
For one thing, it is pointed out that but for the special equipment 
and plant introduced into the Indian tinplate industry the labour 
difficulty would have been insurtuoun table and the shimmer heat 
would have prevented a continuous operation of the mills through- 
out, To meet tnese difficulties sev^erul special arraugemeiits had 
to be made by additional capital expenditure. 

In the first place, every opeiation has been split up into 
several stages so that they ma; be operated l);y semi-skilled workers 
Avithout much experience. It iN in this way that the element of 
experience, which has got to be acquired by a training of over 
15 years In Wales, has been eliminated from nearly all jobs in 
India in so far as mei'e manual processes are concerned. Without 
this greater elaboration and simplification of the technical 
processes, therefore, Indians could not be employed in the different 
positions in less than 15 or 20 years. The result is that whereas 
0 men are employed in Wales to look after 0 mills, in India they 
have to employ 18 men. For each man in Wales has to attend 
to 3 operations at a time, while in India each man has got to 
do one job all the time. It is only by this repetition method of 
the American ^nass production that it has been found possible 
to train up Indians for the jobs in 2 or 3 years’ iimei. This 
iiiA’olves more men and more machinery. In order to compensate 
for this, therefore, the Indian manufacturer has had to increase 
his output by having bigger and heaviei* rolls and bigger and 
heavier housings. Thirdly, in order to mitigate the hardships 
of the extreme temperature of the summer months ithey have to 
introduce cooling arrangements. Now, in* so far as the more 
e^laborate, expensive, and heavier machinery, and the employment 
of more men, are based upon the American standardised mass 
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production idea, and consequently lead to a more than proportionate 
output, the additional capital expenditure is in no way a disad- 
vantage. It will turn into a positive advantage. But the same 
optimistic view cannot perhaps be entertained with regard to the 
capital expenditure that has been incurred in the provision of 
“ buildings of a spaciousness exceptional even for America, 
elaborate equipment for blowing cooled air on to the operatives, 
water-cooled floors and furnace fronts, chimney stacks of unusual 
height,^’ in order to counter the climatic handicaps. Unless the 
plant as a whole is capable of producing a mu(*li largo* output 
than is usual for a similar plant in Wales, the high overhead 
charge due to the climatic factor will continue to operate as a 
permanent disadvantage against the Indian industry. The addi- 
tional overhead charges may also be counterbalanced, apart from 
high output, by a possible reduction in the works costs consisting 
of costs of materials and costs above metal. In so far as the 
costs of materials are concerned, the biggest item is tinplate bar, 
and as we know there is no prospect within the next 10 or 16 years 
of the steel industry being able to offer its products at an appreci- 
ably lower rate than the foreign producers. With regard to costs 
above metal, the biggest item is that of labour, and here reduction 
is possible either by a reduction of covenanted hands or of un- 
(^ovenaiited hands or both. The Indian tinp^late manufacturer is 
of opinion that within the next 10 years the imported staff may 
be reduced by some 33 p.c., while a smaller reduction may take 
place in the uncovenanted staff. In this coimexioiv, it is necessary 
to bear in mind that Indian laboiii* being comparatively cheap, 
there is a manifest tendency to employ more hands than are 
strictly necessary. The Indian manufacturers are generally found 
to be careless and uneconomical with regal’d to their labour force. 
In the steel industry, it was found in 1926 that in a labour force 
of 26,290, there was an unnecessary excess of no less than 6,290, 
or an excess of ul)out 24 p.c. Hence, it is also reasonable to 
expect lhal as labour becomes more skilled and experienced, and 
experience and observation yield more definite basis of manage- 



THE INDIAN TINPLATE INDUSTBY 2Q1 

ment, there will possibly he a considerable reduction in uncovenant- 
ed hands also. 

The Indian labour ff'rce i., derived from all over the country. 
A large number of men has migrated lo the seat of the industry 
from as far as Dacca and Sylhet. The company has built some 
318 houses which provide accommodation for about half the 
labourers, while the labourers themselves, with the help of partial 
advances from the company, have built as many as 580 houses 
sufficient for the remaining half. Most of the labouiers may be 
regarded as settled near the works site. They get free medicine 
and medical attendance. There is one small school at Golmuri, 
while they contribute regularly for the schools run by the Tatas 
at Jamshedpur. The area is iinder the control of the Jamshedpur 
Municipality, for whose mainienance also a "'egular contribution 
is made by the tinplate manufacturers . The average wage of an 
Indian is Es. 32 a month, and there are some Indians who earn 
as much as Bs. 250 per mensem. The rates of wages prevalent 
are stated to be highei than those in other parts of India. Judging 
comparison with other places, the labour conditions appear to 
be fairly satisfactory. The labourers ere said to be well-fed, we'll- 
clothed and well-housed. The monthly wages bill of the Indian 
employees amounis to Bs. 1 lakh, and out of this, Bs. 30,000 or 
about one-third is remitted by the labonre)s through the post office 
to their relations at home. There has been no labour trouble at 
Golmuri since the inception of the tinplate works, and this is 
partly at least^due to satisfactoiy labour conditions. Perhaps a 
further testimony in the same direction is borne by the fact that 
there is no laboiir organisation at Golmuri, wliich contrasts veiy 
strongly with the perfect type of Unionism prevalent among the 
tinpilate workers of Wales. 

It is now net^essary to enquire whether there is a sufficiently 
big market to justify the setting up of a tinplate industry in this 
country. In the three years 1923-24, 1924-25 and 1925-26, the 


pages 146—148. 184—186. 191—96, 
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total consumption of tinplate in India was 66,000 tons, 69,000 
tons and 60,000 tons respectively. Of this, nearly 40,000 tons 
are consumed by the oil trades and tlie rest by miscellaneous users, 
such as tea packers and biscuit manufacturers. It is estimated 
that so far as the present level of tinplate consumption gr^es, the 
normal annual increase in consumption may be put down at about 
1,500 tons, so that in about seven years' time the total consump- 
tion may expand up to somewhere near 70,000 tons. Now the 
present capacity of the only Indian tinplate works in existence is 
♦36,000 tons per annum, and this maximum output has already 
been attained. In so far as this particular firm is concerned, 
there is an insured market for 75 p.(i. of its output. Under an 
agreement, the Burma Oil Company will buy from the Tinplate 
Company at least 28,000 tons of tinplate every year. In 1925 
and the first five months of 1926, its purchase was actually 87 
and 83 p.c., respectively, of the tolal output of the tinplate factory. 
With regard to the balance of 25 p.c. of the output, amounting 
to 8,000 tons, the company has only to capture a portion of the 
indigenous market for the remaining 24,000 tons which are at 
jiresent imported. Therefore, in so fai* as the present scale of 
production is concerned, there is a guaranteed market for 75 p.c., 
and more than enough scope for the sale of the remaining 25 p.c. 
in the indigenous market. 

A second point which is of particular importance to the 
student of tariff is, whether the present or the potential market 
is large enough to afford scope for the existence of several 
representative firms so that vigorous internal competition, which 
is the greatest incentive to progress and efficiency, may be 
encouraged. We have noticed that so far as the present scope 
for the consumption of tinplate goes, the annual offtake is noi 
likely to exceed 70,000 tons within the next 7 yeais. And, there- 
fore, within this period there will be hardly room for more than 
2 plants of the same size as the present one. Judging from the 
liuge capital outlay that has been made in the present plant, it 
would appear probable that the existing firm would make necessary 
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extensions to capture the entire market in India. Indeed the 
layout of the plant has been so designed as to admit of its being 
readily doubled in size, so that there might be ultimately an 
output of 72,000 tons or more than India’s entire demand. 
Accordingly, it would seem that more or less perfect monopolistic 
conditions are likely to arise in the supply of tinplate in India. 
Under such circumstances, there would be gi'eat danger of either 
the perpetuation of inefficient methods screened behind the tariff, 
or the exploitation of the tariff for unusual profits at the cost of 
the consumers. The history of Ameiican tariff is lepkte with 
instances where the tariff was explo*te<l by industries even when 
they had outgrown their infancy. This has been shown to have 
been the case, for a period at least, with American steel and 
tinplate industries. It may, therefore, be held with reason that 
so long as the market for tinplate in India continues to be so 
narrow in extent as to make it possible for a single plant to satisfy 
it entirely, there would be every likelihood of the rise of monopoly 
and the consequent, almost invariable, sacrifice of the interests 
of the consumers. And further, in view of the very slow-moving 
nature of economic tendencies in India both in» the matter of 
consumption and production, there appear to be no prospects of 
an appreciable expansion of the market for tinplate in the near 
future. It is time that, in recent years, the canning industry has 
sprung into proffiinence in connexion with the export of agri- 
cultural products. In' America, as well as in Europe, the remark- 
able development of the canning industry has led to a very 
considerable expansion of the tinplate industry. And, therefore, 
the development of a canning industiy in India, in connexion with 
extending the scope of her agricultural output and export, may 
extend the market for tinplate much beyond the present scale. 
And it is also notable that the Eoyal Commission on Agriculture 
has emphasised the importance of thu canning industry in 
connexion with the extension of the scope of agriculture and 

U Ibid^ page d5. 

U Vid€ Tausaig — Some Aspects of the Tariff Questioo. 

W. 12 
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development of the export trade. But, then, we should note that 
the reorgranisation of ag'riculture and the results thereof are not 
likely to he completed within the next 8 or 10 years. Secondly, 
the kind of tinplate required for the canning: industry is of a 
much superior quality to that used for the oil trades, and its pro- 
duction, therefore, is not likely to be undertaken with success in 
the near future. It may, therefore, be held that during the next 
8 or 10 years the evils arising out of a market narrow enough to 
be controlled by a singde producer, to which we have alluded above, 
may appear in India in connexion with the tinplate industry. 

Another important aspect of the tinplate industry bearing 
upon the market, which should be noticed here, is the organisation 
of the Tinplate Company, Ltd. In this industry, vertical 
integration has been brought about from the start to the finish. 
The Tata Iron and Steel Company, Ltd., which 8upi)ly the 
principal raw material, i.e., tinplate bars, owns share capital to 
the extent of one^third of the total, and it Avas in consequence of 
this interest in the ownership of the tinplate works that the Steel 
Company supplied tinplate bars to the former at a price which 
was below the»import price and which was less than the costs of 
production of the Steel Company itself. And what was still more 
notewoithy, the price that the Steel Company received for the 
bars was, in a large measure, determined by the efficiency with 
which the tinplate could be manufactured. The effect was that 
a part of the loss on the sale of tinplate under competitive condi- 
tions was shifted back to the pi’oducers of the tinplate bars, ^his 
sort of integration, therefore, tended to conceal the real condition 
of the industry. Ifor was this calculated to piwide sufficient 
incentive to spur the tinplate producem on to the highest level 
of efficiency. This condition has, however, been discontinued since 
1926. Similarly, as we have already noted earlier , in the course 
of this chapter, there is integration of the producer with the 
consumer. The Burma Oil Company, Ltd., which eontrihuted 
two-thirds of the share capitall and took up the entire debenture 
issue worth Rs. 1,26 lakhs, is also the largest single consumer of 
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tinj^Iate. At the present momeat it purchases at least 80 p.c. of 
the total output. The agreement is that it will pay exactly the 
same price at which imported tinplate will sell in Calcutta. So 
far as this arrangement goes, there is nothing to take exception 
to. At the present time, due to a high protective import duty, 
the price of foreign tinplate has been considerably raised and, 
therefore, Indian tinplate sells at a remunerative price. But 
supposing there had been no impoi’t duty, what would have been 
the position of this consumer who \s also the predominant partner 
of the industry? If it were to buy at o competitive price, it would 
suffer heavily as a shareholder. In that ?ase, as a business corpora- 
tion, it would have probably decided to close down the tinplate 
works. Bui before being goaded lo take that extreme step, the 
consumer would have probally oxphued all possible avenues to 
save a concern in which he was largely interesied as predominant 
shareholder and debenture-holder. One of the ways in which a 
substantial concession, though veiled, may be made to the producers 
of tinplate by the coiisumer is to accept as ‘ primes ^ those plates, 
which are really ‘ wasters,’ and which, though neaiiy as useful 
as ‘ primes,’ would never sell at anything like the same price as 
the latter. This possibility w’^as hinted at by the representative 
of the Welsh Sheet and Plate Manufacturers’ Association in his 
evidence before the Tariff Board in 1926. The implication is that 
the apparent prosperity and efficiency of the tinplate works would 
be a spurious one, which would vanish on the withdrawal of 
artificial suppoit or the rise of competitive conditions in the 
industry. But it is worthy of note that this is only a remote 
possibility. In so far as the purchases of the Burma Oil Company 
are concerned, it pays only competitive prices for the wasters. 
Ill 1923 and 1924, the entire output of wasters was sold to dealers* 
In 1925, again, out of a total output of 6,011 tons, the Burma 
Oil Company took only 2,226 tons, the remaining 3,785 tons 
having been sold to dealers and foreign markets. Again, in the 
matter of price, there was on the average a margin of Es* 94 
between the price of primes and that of wasters, and the price 
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realised from the Burma Oil Company for wasters was Rs. 86 
less than the price of primes. The difference of Be. 8 is explained 
the difference in the freight between the two sets of purchasers, 
the freight having been paid by the tinplate manufacturers, which 
was much smaller in the case of the Burma Oil Company. 

Entering further into this question of interlocking* of interests 
between the producer and the consumer, it may be pointed out 
that in so far as the producer is concerned, it is a matter of 
substantial advantage that he has been able to secure an assured 
customer for more than 75 p.c. of its principal output. There 
being no special price agreements, there can arise no objection from 
the point of view of the general tax-payer or consumer. On the 
other hand, this will mean considerable reduction in the expenses 
of selling organisation, which plays so important a part in modern 
industry and trade. 

While we are dealing with the subject of wasters, it is 
necessary to state that this offers a serious disadvantage to the 
tinplate industry in India. The percentage of wasters to the 
total output in Wales has been estimated at 15 p.c., in America 
22 p.c., and in India 20 p.c. In so far as this slightly higher 
percentage of wasters is concerned, it may be hoped that with 
greater experience and better training, the percentage will come 
down to the standard that is prevalent in Wales. The real 
difficulty, however, arises out of the conditions of the market. 
The Welsh producers can dispose of their wasters at a price which 
is only ,£3 or Rs. 40 less than the price of primes. But in India, 
owing to a comparatively weak demand for wasters, the margin 
is as high as Rs. 94 a ton. A part of the difference is to be ex- 
plained by the fact that the price for primes and wasters mentioned 
above Js the nett price. The tinplate manufacturers* market for 
a large quantity of wasters is as far as Karachi, and the freight 
has to be paid by the manufacturers themselves. If we include 
freight, the gross selling prices obtained in 1926 were Rs. 397 
for primes and Rs. 328 for wasters, and in the first part of 1926, 
R^. *401 for primes and Rs. 348 for wasters. Hence it would 
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appear that the disadvantage arising out of the wider margin 
between the prices of primes and ivastei^s in India than that im 
Wales, is due to the fact that while the latter has got the market 
for, wasters in about the same place as that for primes, in India 
the market for wasters is at a very great distance from that for 
primes as well as from the works. Thus, for examp^le, the freight 
from Tatanagar to Karachi where wasters are sold is Bs. 48 a ton, 
whereas the same for Calcutta is onlj' 10. This itself accounts 
fora difference of Bs. 38 between the two prices. This disadvantage 
may gradually disappear with the development of the indigenous 
market for Indian plates. As a matter of fact, a sufl&ciently big 
market for wasters does already exist In India. A large part of 
the market is now in the hands of importers, which has Lad to be 
cultivated and gradually crptured by Indian pmducers. ^While 
in 1923 and 1924, they had to export wasters, in spite of small 
output, in 1925 and 1926, nearly the whole was disposed of in the 
indigenous market. So, with the gradual expansion of the market 
whdch is diffused ever a large area, some of the disadvantages 
regarding wasters are likely to disappear.^^ 

A similar disadvantage, under which the Indian tinplate 
industry lalwurs, is in the matter of disposal of steel scrap. 
Tlie proportion of scrap to steel bars is about 87 p.c. The 
steel scrap produced in the factory amounts to some 10,000 tons 
a year. Now, in Wales, there are many steel works which buy 
this scrap from the tinplate manufacturers at a fair price, which 
was 57s. 6d. or Bs. 38J in 1926. But in India the steel industry 
itself is in its infancy. There is no appreciable development of 
the manufacture of steel castings. Accordingly, there is no market 
for steel scrap in this eountiy. The tinplate manufacturers, there- 
fore, have to export their steel scrap to Italy to be used there in 
electric furnaces. After deducting the cost of baling and stacking, 
handling, freight, etc., they get a net price of Es. 5 to Es. 7 a 

14 Vide Minutes of Evidence, Statutory Enquiry re Steel Industry, Vol. 
pp. 3r)--41, 16a-78, 218-22. 
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ton out of their saile of scrap. This compares very unfavourably 
with the price of Bs. 38 1/3 received by the Welsh manufacturers. 
If the difference per ton of scrap is taken in round sum at Bs, 30, 
then the tota;l disadvantagre of the Indian tinplate manufacturer 
on 10,000 tons of scrap is measured by Bs. 3,00,000. This means 
that if the market for Indian scrap was as good as that of Wales, 
the Indian manufacturer could reduce his cost per ton of tinplate 
(on 36,000 tons) by Bs. 8. As long as, therefore, the scrap has 
got to be exported, this particular disadvantage will continue. 
But it must be noted that the tinplate industry is being developed 
ill India as a part of the larger steel industry. Accordingly, if 
the steel industry in its different branches is established under the 
stimulus of protection, it may be expected that a sufficiently large 
market for scrap also will be established, and the disadvantage 
of the tinplate industry on ac(*ount of scrap will disappear.^® 


15 Ibid, pp. 140 X41, p. 202, pp. 222-223. 
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The amalgamation oi note issues in Great Britain, which has 
been bi'ought about by the Currency and Bank Notes Act, 1928, 
completes the monetary reconstiuctiou which has steadily and 
successfully been going on since the Armistice. In April, 1926, 
the gold standard was restored and thiee years later in July, 1928, 
the Currency and Bank Notes Act became law. The Bank of 
England on ‘ the appointed day ^ is to take over the liability on 
outstanding currency notes, together with the Bank of England 
notes, the securities and the silver that are cover for the notes. 
There will be a fiduciary issue of £260,000,000, which is 
approximately the combined fiduciary issues of the Treasury and 
the Bank previous to the Act which became law on July 2. The 
A(;t permits the Bank to issue (in addition to bank notes of £6 
nud upwards) notes oi £1 and ten shillings which are legal tender. 
The Act^ pix^vides in section 2 (2) for the reduction of the £duciary 
issue. In section 8, perhaps the most • important in the whole 
Act, power is given to increase the amount of the fiduciary issue 
under cei^tain conditions. 
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The Act follows closely the Report of the Cuiili^e Committee, 
which was appointed in 1918 ‘to consider the various problems 
which will arise in connexion with currency and foreig-n exchanges 
during the period of reconstruction and report upon the steps 
required to bring about the restoration of normal conditions in 
due (‘oiirse.’ The Committee reported that a minimum gold 
reserve of about £150,000,000 and that a corresponding amount of 
notes should be covered by 100 per cent gold, while the remainder 
could be fiduciary. In 1924 a Treasury Committee was appointed 
‘ to consider whether the time has now come to amalgamate the 
Treasury note issue with the Bank of Ungland note issue.’ 
This Committee, agreeing with the Cunliffe Committee, reported 
that ‘ we anticipate that if a free gold market is restored at the 
end of 1925, the experience necessaiy to enable the amount of the 
fiduciary issue to be definitely fixed will have been obtained by 
the end of 1927. The transfer of life issue could then take place 
early in 1928.’ Section 8 really does more lhan the Cunliffe 
Committee proposed. It is not merely to be the legal method of 
meeting a crisis^ It is not a mere substitute for the old crisis 
letter. It is intended to be used as population increases, as 
earnings increase and as the standard of comfort increases. It 
is intended to be used to prevent undue stringency and in short 
not in a crisis but before it. Section 2 will enable the Bank to 
convert surplus gold into an earning asset by transferring a portion 
of the reserves to the Issue Department of the Bank and to 
withdraw the equivalent in securities held as cover for notes in 
tliat Department. IFnder section 6 earnings on securities in the 
Issue Department have to be paid to the Treasury and by this 
means siuplus gold can be converted into an earning asset. 

.Another important section—section 11 — gives the Bank of 
Eitgland power to require persons to make returns and to sell 
gold. The purpose of this jtdause is merely to prevent the hoarding 
4)f gold in England and it is not intended to interfere in any way 
with the holding of gold in England by or on behalf of foreign 
banks or foreign persons. Such gold as the latter will be immune 
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from the operation of the clause. The clause does not include 
such stocks as are required for the operations of the London bullion 
market. The Bank by this section will be able to increase its 
reserves by the purchase of g^bld piivately held iu great Britain. 

The Act is published in exienso below. It keeps to the old 
fundamental principles of 1844 with sucli additions as have by 
experience been found to be necessaiy. The pnnoiple of the 1844 
Act that the notes issued beyond the fixed fiduciarv amount shall 
be cQjrered by gold is maintained. Already under section 3 of 
the Currency and Bank Notes Act of 1914 the Bank of England 
may, with the permission of the Treasury, issue notes temporarily 
iu excess of the legal limit. This provision is continued in the 
new Act as recommended by the Cun'liffe Committee. The discre- 
tionary power to increase the fiduciary issue can advisedly 

be left with the Bank of England as its notes are convertible into 
gold bullion for export, a check as Ricardo pointed out against a 
possible redundancy. It would have been open to objection if the 
fiduciary limit had been fixed once imd for all. It is unscientific to 
make inelastic a monetary element which ought to adjust itse^lf 
automatically to changes, the monetary machiju* being merely the 
handmaid of primary economic forces. It is also satisfactory to 
note that the Treasury will receive the profits on its own note 
issue, and the profits on the present issue of the Bank of England 
which in the past have accrued to that institution. The Bank 
has shown itself enlightened in this matter. It is indeed a relic 
of early times for the profits of a note issue to accrue to a private 
profit-making institution. The business of supplying legal tender 
should be a national function. 


E. la 
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CUltBENCY AND BANK NOTES ACT, 1928 
[18 and 19 Geo. 6. C. 13] 

An Act to amend the law relating to the issue of bank notes 
by the Bank of England and by banks in Scotland and 
Northern Ireland, and to provide for the transfer to the 
Bank of England of the currency notes issue and of the 
assets appropriated for the redemption thereof, and to make 
certain provisions with respect to gold reserves and other- 
wise in connection with the matters aforesaid and to 
prevent the defacement of bank notes. 

[2nd July 1928.] 

Amendment 1— (1) Notwithstanding anything in any Act— 

with respect 

to powers of («) the Bank may issue bank notes for one pound and 

Bngland to for feir shillings : 

issue bank 

notes. (6) any such bank notes may be issued at any place 

out of London without being made payable at 
that place, and wherever issued shall be payable 
only at the head office of the Bank : 

(c) any such bank notes may be put into circulation 
in Scotland and Northern Ireland, and shall be 
current and legal tender in Scotland and 
Northern Ireland as in England. 

(2) Section six of the Bank of England Act, 1833 (which 
provides that bank notes shall be legal tender), shall have 
effect as if for the words “ shall be a legal tender to the 

amount expressed in such note or notes and shalll be taken 
to be valid as a tender to such amount for all sums above 
“ five pounds on all occasions on which any tender of money 
“ may be legally made ” there were substituted the words 
“ shall be legal tender for the payment of any amount.^’ 

(3) The following provisions shall have effect so long as 
subsection (1) of section one of the Gold Standard Act, 1925, 
remains in force— 



213 


THE AMALOAltATl^N OF NOTE idtitJES 

(fl) notwithstanding anything in the proviso to section 
six of the Bank of England Act, 1833, bank 
notes for one pound or ten shillings shall be 
deemed a legal tender of payment by the Bank 
or any branch of the Bank, including payment 
of bank notes : 

(6) the holders of bank notes for five pounds and 
upwards shall be entitled, on a demand made 
at any time dining office hours at the head office 
of the Bank, or in the case of notes payable at 
a branch of the Bank, either at the head office 
or at that branch, to require in exchange for 
the said bank notes for five pounds and upwards 
l)ank notes for one pound or ten shillings. 

(4) The Bank shall have power, on giving not less than 
three months’ notice in the London, Edinburgh and Beflfast 
Gazettes, to call in the hank notes for one pound or ten 
shillings of any series on exchanging them for bank notes . 
of the same value of a new series. 

(6) Notwithstanding anything in section eight of the 
Truck Act, 1831, the paymeni of wages in bank notes of one 
pound or ten shillings shall be valid, whether the workman 
does or does not consent thereto. 

2. — (1) Subject to the provisions of this Act the Bank Amount of 
stall issue bank notes up to Ihe amouni representing the gold England 
coin and gold bullion for the time being in the issue depart- 
ment, and shall in addition issue bank notes to the amount 
of two hundred and sixty million pounds in excess of the 
amount first mentioned in this section, and the issue of notes 
which the Bank are by or under this Act required or authorised 
to make in excess^ of the said first mentioned amount is in 
this Act referred to as the fiduciary note issue.” 

(2) The Treasury may at any time, on being requested 
by the Bank, direct that the amount of the fiduciary note 
issue shall for such period as may be determined by the 
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Treasury; after consultation witli the Bank, be reduced by 
such amount as may be so determined. 

Securities 3. — (1) Jn addition to the ^old coin and bullion for the 

for note 

iBsue tobe time bein'? in the issue department, the Bank shall from time 
neld in issue 

department!, to time appropriate to and hold in the issue department 
securities of an amount in value sufficient to cover the 
fiduciary note issue for the time being-. 

(2) The securities to he held as aforesaid may include 
.silver coin to an amount not exceeding five and one-half 
million pounds. 

(3) The Bank shall from time to time give to the Treasury 
such information as the Treasury mnv require with respect to 
the securities held in the issue department, hut shall not be 
required to include anv of the said securities in the account 
to he taken pursuant to section five of the Bank of England 
Act, 1819. 


Transfer of 4. — (1) As from the apnointed day all currency notes 

currency- 

notes issue issued under the Oun-ouey and Bank Notes Act. 1914, certified 
England. hy the Treasury to be outstanding on that date 6*nriluding 
currency notes covered by certificates issued to anv persons 
under section two of the Currency and Bank Notes (Amend- 
ment) Act, 1914, 1ml not including currency notes called in 
hut not cancelled) shall, for the purt^ose of the enactments 
relating to hank notes and the issue thereof (including this 
Act) he deemed to be hank notes, and the Bank shall be liable 
in respect thereof accordingly. 

(2) The currency notes to which subsection (1) of this 
section applies are in this referred to as the transferred 
currency notes.*’ 

(3) At any time after the appointed day, the Bank shall 
have power, on giving not less than three months* notice in 
the London, Edinburgh and Belfast Gazettes, to call in the 
transferred currency notes on exchanging them for bank notea 
of the same value. 



THE AMALGAMATION OF NOTE ISSUES 215 

(4) Any cumney notes called in but not cancelled before 
the appointed day may be exchanged for bank notes of the 
same value. 

6. — (1) On the appointed d«ny, in consideration of 

Bank undertaking’ liability in respect of the transferred certain part 

of assets of 

currency notes, all the assets of the Currency Note Bedemp- Ourren^ 
tion Account other than Government securities shall be demption 
transferred to the issue department, and there shall also be 
transferred to the issue department out of the said assets 
Government securities of siich an amount in value as will 
together with the other assets to be transfv'rred as aforesaid 
represent in the aggregate the amount of the transfeired 
currency notes. 

For the purpose of this subsection the value of any 
marketable Government securities shall be taken to be their 
market price as on the appointed day less the accrued interest, 
if any, included in that price. 

(2) Any bank notes transferred to the Bank under this 
section shall be canceilled. 

(3) Such of the said Government securities as are not 
transferred to the Bank under the foregoing provisions of this 
section shall be realised and the amount realised shall be 
paid into the Exchequer at such time and in such manner 
as the Treasury direct. 


6. — (1) The Bank shall, at such times and in such manner Profits of 

_ note issue to 

as may be agreed between the Treasury and the Bank, pay bs paid to 

Trsasury* 

to the Treasury an amount equal to the profits arising in 
respect of each year in the issue department, including the 
amount of any hank notes written off under section six of 
the Bank Act, 1892, as amended by this Act, but less the 
amount of any bank notes so written off which have been 
presented for payment during the year and the amount of 
any currency notes called in but not cancelled before the 
appointed day which have beep so presented. 



m G. FINDLAY SHIRRAS 

(2) For the purposee of this section the amount of the 
profits arising in any year in the issue department shall!!, 
subject as aforesaid, be ascertained in such manner as may 
be agreed between the -Bank and Treasury. 

(3) For the purposes of the Income Tax Acts, any income 
of, or attributable to, the issue department shall be deemed 
to be income of the Exchequer, and any expenses of, or 
attributable to, the issue depaiiment shall be deemed not to 
be expenses of the Bank. 

(4) The Bank shall cease to be liable to make any pay- 
ment in consideration of their exemption from stamp duty 
on bank notes. 

Amendment 7. Section six of the Bank Act, 1892 (which authorises 
offl.Cof 65 . . . ' 

& 66 Viet, the writing off of bank notes which are not iirosented for 
c. 48. 

payment within forty years of the date of issue), shall have 
effect as if, in the case of notes for one pound or ten shillings, 
twenty years were substituted for forty years, and as if, in 
the case of any such notes being transferred currency notes, 
they had been issued on the appointed day and, in the case 
of any such notes not being transferred currency notes, they 
had been issued on the last day on which notes of the 
particular series of which they formed part were issued by 
the Bank. 

Power to — (1) If the Bank at any time represent to the Treasury 

amou^t^of expedient that the amount of the fiduciary note issue 

fiduciary 

increased to some specified amount above two hundred 
note issuer ^ 

and sixty million pounds, the Treasury may authorise the 
Bank to issue bank notes to such an increased amount, not 
exceeding the amount specified as aforesaid, and for such 
period, not exceeding six months, as the Trea.sury think 
proper. 

(2) Any authority so given may be renewed or varied 
from time to time on the like representation and in like 


manner ; 



THE j6iALGAMATlON b# NOTE ISStTEB lif , 

Provided that, notwithstanding the foregoing provision, 
no such authority shall be renewed so as to rem^n in force 
(whether with or without variation) after the eacpiration of 
a period of two years from the date on which it was onginally 
given, unless Parliament otherwise determines* 

(3) Any minute of the Treasury authorising an increase 
of the fiduciary note issue under this section shall be laid 
forthwith before both Houses of Parliament. 

9, — (1) Tor the purpose of any enactment which in the Amendmenk^ 

as to issue 

case of a banl? in Scotland or Northern Ireland bmits by of notes by 

‘iTi-L banks in . 

reference to the amount of gold and silver coin held by any Scotland- 
such bank the amount of the notes which that bank may have Northern 
in circulation, bank noies held by that bank or by the Bank 
on account of that bank, shall be treated as b'^ing gold coin 
held by that bank. 

(2) A bank in Scotland or Northern Ireland may hold 
the coin and bank notes by reference to which the amount 
of the bank notes which it is entitled to have in circulation 
is limited at such of its offices in Scotland or Northern 
Ireland, respectively, not exceeding two, as may from time 
to time be approved by the Treasury. 

10. The form prescribed by Schedule A to the Bank Amendment 

Charter Act, 1844, for the account to be issued weekly by 82^ 

the Bank under section six of that Act may be modified to 

such an extent as the Treasury, with the concurrence of the 
Bank, consider necessary, having regard to the provisions 
of this Act. 


11. — (1) With a view to the concentration of the gold Power of 
reserves and to the securing of economy in the use of gdd, England 
the Mlowing provisions of this section shall have effect 
long as sul)section (1) of section one of the Gold Standard 


Act, 1926, remains in force. 

(2) Any person in the United Kingdom owning any gold 


and to sell 
gold. 


coin or bullion to an amount exceeding ten thousand pounds 
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Penalty for 
defacing 
bank notes. 


Short titlOf 
interpreta- 
tion and 
repeal. 


in value shall, on bein^ required so to do by notice in writing 
from the Bank, forthwith furnish to the Bank in writing 
particulars of the gold coin and bullion owned by that person, 
and shall, if so required by the Bank, sell to the Bank the 
whole or any part of the said coin or bullion, other than any 
part thereof which is bona fide held for iumiediate expoii 
or which is bona fide required for industrial purposes, on 
payment therefor by the Bank, in the case of coin, of the 
nominal value thereof, and in the case of bullion, at the 
rate fixed in section four of the Bank Charter Act, 1844. 

12. If any person prints, or stamps, or by any like 
means impresses, on any bank note any words, letters or 

figures, he shall, in respect of each offence, be liable on 
summary ( ()iivi< tioii to a penalty not exceeding one pound. 

13. — (1) Tliis Act may be cited as the Cunency and Bank 
Notes Act, 1928. 

(2) This Act shall come into operation on the appointed 
day, and the appointed day shall be such day as IJis Majesty 
may by Order in (kuincil appoint, and different days may be 
ai)pointed for different puri>oseH and for different provisions 
of this Act. 

((1) 111 this Act, unless the context otheivrise requires,-— 

The expression “ the Bank means the Bank of England : 

The expression issue department means the issue 
department of the Bunk: 

The expression ‘‘ bank note ’’ means a note of the Bank: 

The expression “ coin means coin which is current and 
legal tender in the United Kingdom: 

The expression bullion includes any coin which, is 
not current and legal tender in the United Kingdom. 

(4) The enactments set out in the Schedule to thi^ Act 
are hereby repealed to the extent specified in the third 
column of that Schedule. 
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SCHEDULE 

Enacthknts Rbpbalbd 


Session and Chapter. 

Short Title. 

Extent of Repeal. 

7 & 8 Viet. c. 32. 

The Bank Charter 
Act, 1844. 

j 

Sections two, three, 
five and nine, in 
section eleven 
the words from 
“save and 
except that ” to 
the end of the 
section, sections 
thirteen to 
twenty, and sec- 
tion twenty -two, 
and, so far as 
relates to Eng- 
land, sections 
ten and twelve. 

24 & 25 Viet. c. 8. 

Bank of England 
Act, 1861. 

Section four, so far 
as unrepealed. 

4 & 5 Geo. 5. c. 14 

The Currency and 
Bank Notes Act, 
1914. 

The whole Act 
except sub-sec- 
tion (5) of sec- 
tion one and 
section five. 

4 & 5 Geo. 5. c. 72 

The Currency and 
Bank Notes (Am- 
endment) Act, 1914 

The whole Act. 

5 & 6 Geo. 5. c. 62 

The Finance Act, 
1915. 

Section twenty- 
seven. 

15 & 16 Geo. 5 c. 29 

The Gold Standard 
Act, 1925. 

Paragraph (5) of 
sub-section (1) 
of section one. 
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NOTES 


MODERNISM IN ANCIENT ECONOMIC THOUGHT 

Those who have studied with a critical eye the history of 
economic thought in the nations of antiquity are often struck by 
its “ modernism/’ It may be that human nature, always vain, 
tries to dlaim as original for each generation a number of ideas 
and practices which are only a copy of some past modeil. In most 
eases, it must l)e admitted that the similarity is not the result 
of a conscious imitation. Human mind working on similar prob- 
lems at (liifereni times and in different places often alight on the 
same idea. An intensive study of past ideas and institutions and 
an extensive acquaintance with comtemporary developments in the 
field of thought and action are likely to economise human in- 
telligence and energy. Ancestral worship is a cardinal feature in 
the practical religion of the Chinese people. It would be wrong 
to suggest that in the field of economic thought we should be blind 
worshippers of our ancestors, but it is certainly necessary to em- 
phasise the necessity of a sympathetic acquaintance with the ideas 
and methods of prosperous states of the past, if we are not to waste 
our resources by repeating their mistakes. 

The religious books of ancient India, celebrated ei)ic8 like 
Eamayan and Mahabharat, the Smritis, the Puranas and specific 
treatises like the “ Arthashastra ” of Kautilya are some of the 
sources from which useful information bearing on many a modern 
economic controversy can be gileaned. An attempt to interpret 
the economic thought of ancient India in terms of the modern 
economic scienc^ is badly needed. For tin* seiwice of human 
kno^dedge in general and as a step towards understanding the 
peculiarities of the indigenous problems, research in this direction 


^0 
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is bound to be adivantageous. It will be of course futile and un- 
scientific to try to reconstruct a full-fledged e(*onomic science out of 
materials supplied by past oxpenonce and ideas. But nobody can 
deny that for the study of specific econoiiuc problems like collectiv- 
ism, currency regulation, social policy and finance we may refer 
udth advantage to past experience. Professor S^ligman, one of 
the foremost exponeiints of the modern theory of public finance, when 
confronted by his own stiuleiit I)r. Shaw, in his new book on 
Democracy and t'inance in China,*’ with +he achievements of 
ancient writers and financiers of that country, was constrained to 
obseiwe: ‘‘ Indeed there is nothing ne»v under the san and many 
of the ideas which we have considered es original with Western 
thinkers and statesmen, are to be fcuiid in more or less developed 
form in their Eastern predecessors.*’ 

The features of financial organisation in Ancient China, that 
struck Prof. Seligman are rather interesting and may be noted with 
advantage l)y all interested in economic research in this counrty. 
The hook of Dr. Shav. referred to above well deserves a reference 
in the 6riginal. We have here drawn upon him for information 
regarding the histoiw of Chinese economic thought. A study of 
ancient literature on economic and social subjects reveals very 
prominently the existence of a number of rival schools of vigorous 
thinkers. Keen students of ancient Sanskrit sources need not be 
reminded of the profuse references to such schools that abound in 
all sociological works of the time. In China, as early as about 
lOOO B.C., there were a host of economic writers who held definite 
views and who exerted themselves to the full to assert their 
superiority over rival systems and to secure the adoption of their 
practical policies. What might he fittingly termed the Physio- 
cratic school of ancient Chinese economic philosophy ” was re- 
presented by Lao Tzu, a free-thinker of 600 B.C. Almost on every 
page of his famous book ** Nature versus Nurture ” is to be found 
the dictum, ** Government, do nothing.” * His ideal state was 
smAll in size, agricultural by profession and self-sufficient in the 
satisfaction of all its wants. Another group of writers was khoWm 
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aa the Agriculttiral School. They emphasised the importance of 
the agricultural industry in the social and economic life of the 
nation. What is more striking, however, in the views of this 
school is their advocacy of a social order centred in co-operative 
fanning as against competitive commercial enterprise, in rural 
self-government as against bureaucratic autocracy and in the 
regime of labour as against that of capital. Their exponent Hsi 
Hsing may almost pass as the Tolstoy of Ancient China. Coining 
to the specific question of public finance we filid ** The Jurists 
chami)ioning the cause of indirect taxation through state mono- 
polies. All natural resources, salt, iron, forests, mines, etc., 

were to be placed under public control and exploited as legitimate 
sources of revenue. Where these resources were lacking, the 
Jurists suggested that the state should monopolise their imports. 
As distinguislied from the Jurists there was the school of the Con- 
fucians which had no particular love for monopolies, but which 
believed in fiscal justice, an approximation to the ideal of 
proportional taxation. 

What is more striking, however, than the existence of these 
schools dealing with general economic philosophy, are the evi- 
dences of advanced theory and practice regarding specific social 
and economic subjects, such as, ownership of land, standard of 
value, regulation of prices and prohibition. The origin of pri- 
vate ownership of land is shrouded in the cloud of doubtful 
primitive institutions, and China is no exception to this rule. 
What is peculiar to that country is, however, the fact that on 
more than one occasion in recorded history the experiment of 
public ownership has been tried end has resulted in social and 
political anarchy, foillowed by the re-establishment of free owner- 
ship. The problem of unstable prices had also attracted the 
attention of ancient Chinese publicists, and one of the results 
of their discussions on the subject was the proposal to establish 
the so-called Level Standard. The prices of all commodities were 
to be controlled by the Bureau of Level Standard under the super- 
vision of the Finance Department. When the price of a cer- 
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tain merchandise was high, it was to be sold; when the price 
was low, it was to be purchased. Thus the rich merchants would 
make no profits and prices would remain stable. Because of 
such piocedure prices would be held down artificially; the sys- 
iein was called the ' level standard.’ The same solicitude for 
tlie maintenance of a steady level of prices, but a more advanced 
appreciation of currency principles, is indicated in another pro- 
posal to establish public exchanges whore corn and other commo- 
dities would be sold and purchased at ^ moderate ’ rates. It is 
unnecessaiy to meiition that all such proposals ignored the very 
basic principles of value. But their authors may justifiably 
claim to occupy the same place in the histoiy of economic doctrines 
as is held by men like Owen, Fourier or Blanc. Tt may be sur- 
prising for many to be told that credit money was prevalent in 
China as early as 1000 B.C., cloth and leather being used as the 
material of the credit instmment. It was not, however, till 
1105 A.D. that a paper currency in its modern form was issued. 
People and governments were, however, so far unused to the 
regulation of a paper medium that in 1107, we are told there was 
such an inflation of credit money as tc place it at a discount of 
00 per cent. In the Kin dynasty it was said that a bundle of 
10,000 paper notes would purchase no more than a single piece 
of bread. Does this not heat the Austrian Billion Krone notes 
being used for wrapping soap cakes ! 

History is the lahtnntory not only of po'litics but of all social 
sciences. A historical research into the economic ideas and prac- 
tices of the prosperous and extensive Eastern nations of antiquity 
is a field which might be exploited with advantage by all inter- 
ested in the development of the economic science and the enun- 
ciation of right economic policies. China has attracted much 
adverse notice from its foreign critics as being a nation * doped * 
with opium for generations together. This need not be inter- 
preted, however, as implying any particular affiuity for intoxi- 
cating liquors among the Chinese. Still we find that, as with 
land nationalisation so with prohibition, the jxfiicy has been tried 
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iti Ckina and given up as unworkable. This does not, however, 
suggest the impossibility of these very policies being launched 
with success under betiei conditions and with intelligent pre- 
cautions. But a study of their failure in earlier times does con- 
stitute a necessary and advantageous step towards solving those 
social ])roblenis which unfortunately bid fair to remain with us 
for a long time to come. 

V. G. K. 


THE SUPERVISION OF CO-OPERATIVE FINANC^E 

The only system of co-operation which has taken roots in 
this country is credit. Yet in many of the provinces societies 
have been found to be a mushroom growth, which sprang up 
merely because the loans could be had on easier terms than from 
the money-lender and which cannot collect arrears and would not 
borrow again. We are all familiar with the black list of the 
different provinces arranged in order of loans outstanding due 
to agricultural credit societies. The latest figures are as follows: — 



Percentage of amounts repaid by 
members to amount outstanding 
at the beginning of the year. 

No. of 
agricnltural 
societies. 

Bombay 

941 

3,868 

Bengal 

48-4 

11,109 

Madras 

41-9 

9,823 

V. P. and 

Berar 407 

4,071 

Punjab 

38-9 

12,617 

Burma 

■ 36-6 

4,032 


WEIAKNESS IN FINANCIAL ORGANISATION 

Where more than half the amount is overdue it indicates a 
fundamental weakness in the financial organisation. In the first 
place, arrears may be due to inadequate agricultural profits due 
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to the inclemencies of the seasons. This proves that mere credit 
facilities cannot ensure successful farming and that as long as 
we have an inadequate development of agricultural co-operation 
in all its aspects, the precariousnoss of the monsoon will leave its 
impress upon the yields of crop, and through these upon the 
balance to demand of loans due to the primary societies. Second- 
ly, a high percentage of arrears is due to the fact that the culti- 
vators are not sure of getting advances of money promptly and 
adequately when they require them. Thus it is human nature 
which prompts them to keep back pai4 of the dues so that they 
may not suffer financial strain at the beginning of the next agri- 
cultural season. Tjastly, arrears moan!, np where the economic 
implications of the difference between long and short-term loans 
in agricultuie are not properly understood, or mode a part of the 
system of agricultural advan(‘es, and returns. 


THE UNECONOMIC HOLDING AND CO-OPERATIVE 

FAILURE 

Where the holding is uiiectonomic, and agriculture is a voca- 
tion resorted to simply because the family must stay at home, 
or has no other avenue of more profitable employment, all sys- 
tems of advances become over-financing. However carefully we 
might fix the maximum for loans to individual members, and 
however closely we might supervise the expenditure, arrears will 
still recur. Both for the money-lender and for the co-operative 
society, over-financing requires drastic remedies. Then we drive 
the cultivator to the arms of the money-lender, who can afford 
to take greater risks than the ('entral Banks can, or to those of 
the labour-recruiter, who fills him with the visions of an Eldorado. 
Enquiries into agricultural costings in many parts of India have 
gone to show that the average size of the holding is much smaller 
than that of the subsistence holding, that the yield of the plots 
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deducting the costs of agriculture, rent and interest on agriculturai 
capital sunk, and jiroviding for some reserve against the effects 
of uncertain rainfall is inadequate for maintaining the peasant’s 
standard of living. It has been estimated that in Madras in 
the districts of Tanjore and Trichinopoly, a Mirasdar^s family 
must have at least 6 acres to maintain itself without any resources. 
The number of families which own less than 3 acres of land is 
much bigger than that of families which own more than 3 acree« 
Mr. N. Q. Banga’s recent enquiry in Guntur has shown that a 
ryot should have at least G to 8 acres of wet laud in the deltaic 
villages, if he is to maintain his present standard of living and 
save a little to insure himself against famine, sickness and social 
calamities such as festivals of the gods. Out of 190 families in 
a village 90 families own no land. Out of the 100 who own 
lauds, 75 own less than 10 acres per family. 1 suggest that the 
supervising unions might institute agricultural cost enquiries in 
different regions, or engage the services of students of the Uni- 
versity for a period of three to six months for such purpose, with 
a view to ascertain whether agriculture undertaken on an average- 
sized holding, under the conditions of the prevailing practice of 
crop-rotation, can pay the interest on loans advanced by primary 
societies and permit the punctual repayment according to the in- 
stalments fixed. 


AGEICULTUBAL BANKRUPTCY AND LONG- 
TERM LOANS 

The failure to distinguish long and short-term loans which 
the Townsend Committee of Co-operation have characterised as the 
most unsatisfactory feature of the co-operative movement at the 
present time is due less to any lack of understanding of the 
financial implications of the contrasted kinds of business than to 
the fact that where agricultural conditions themselves' are nn- 
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satisfactory sliort-term loans ejisily tend to oon.v«i*t themselves 
into long-term loans and neither the borrower nor the panchayat- 
dar has any choice in the matter. Generally speakinl^ 
agricultural prosperity is associated with a preponderance of 
short-term business. On the other hand, the preponderance of 
long-term business is at once the symptom and effect of agricultural! 
bankruptcy. Where agriculture is not adequately remunerative 
short-term credit advances have a tendency to be transformed into 
long-term advances and the long*-temi advances into a^’rears. The 
transformation is re£;arded in each case as an act of God over which 
man has no contul. 


OVEH-riN ANt ING 

From another direction both profit-seeking and mismanage- 
ment have conspired to encourage over-financing. The Central 
Banks in more than one province have shown a tendency to be 
anti-co-operative in their spirit. Established chiefly by the money 
of the professional classes they have a partiality for the interests 
of the depositors, and they pay often higher rates of interest than 
the joint-stock banks to finance tlie co-operative movement. Thus 
deposits flow freely. Yet the higher rates of interest on deposits 
still continue. The existence of a surplus in the Central Banks, 
again, has in the different provinces encouraged the multiplication 
of new societies a,s well as the increase of the borrowing power, 
of the existing societies. In Bihar and Orissa the indiscriminate 
^ acceptance of deposits by the Central BankvS and the tendency to 
i^sue excessively heavy individual loans have brought about an 
j^larming situation. Many banks are at present incurring heavy 
losses by the acceptance of deposits in excess of their possible 
requirements and by their failure to obtain by proper investment 
even the return necessary for the payment of the interest due to 
depositors* 


F. 1# 
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NEITHER BUSINESS NOR CO-OPERATION 

To save themselves or to promote the interest of the middle 
and moneyed classes the Central Banks give up the co-operative 
spirit. They seem to exist for their depositors, and not for the 
societies. They grant loans more freely than is justifiable, and 
are apt to consider that their duty is done when they are able 
to secure the loans to the societies by mortgages. The societies 
themselves are also corrupted by the mercenary spirit, and they 
also are more busy in securing mortgages from the individual 
members than in encouraging that collective responsibility and 
management which might be fostered only on the basis of personal 
integrity and security. This is neither business nor co-operation. 
For obviously when a large numbei* of mortgages have at any 
time to be realised in the village, the number of local purchasers 
will be so small that the land will fetch a small price and may 
even prove unsaleable. Thus the failure of the Central Banks 
and w’ith it the collapse of the co-operative movement as a whole 
will only be a matter of time. As regards the primary societies 
the tendency to emphasise mortgage and material security in 
preference of mutual liability and responsibility undeiinines the 
very foundation of co-operation. A false sense of security is 
assured by an increase of maHgage business, and co-operative 
supervision and education relax. On the other hand, the lack of 
co-operative supervision and education leads to the increase of 
arrears and* preference of mortgage. Thus the whole affair 
becomes involved in a vicious circle. 

These are the most regrettable tendencies of the co-operative 
movement in almost every province in India with this difference 
that in provinces like the United Provinces of Agra and Oudh 
and Bihar and Orissa such tendencies have become so strong and 
persistent as to constitute a menace, which, if unchecked, will 
lead to the ruin of the movement. 

Both overdues as w^ell as idle balances indicate at once the 
violation of both banking as well as co-operative principles, 
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so long such features cliaracteri^je Central Banking, wkick is the 
fulcrum of the co-operative movement in this country, the move- 
ment is full of risks. On the other hand, the recognition of 
both these principles will demand the following steps— 
(1) adequate control over the influx of deposits by an adjustment 
of the rates of interest and the refusal of deposits when there^ 
is no necessity of money; (2) avoidance of excessive profits in- 
commensurate with the working capital; (3) avoidance of making 
un-co-operative investments of idle balances; (4) reduction of 
overdues by persibtent effort towards the improvement and re- 
organisation of the existing societies; (5) avoidaitce of penalis- 
ing creditworthy members of primary societies by denying the 
latter further loans because of overdues. 


BEOTIFTOATIOK, A OOLLECTTVE TASK 

This leads us to the consideration of an effective method of 
financial control, supervision and re-organisation of the immary 
societies. Which institution is best fitted to take up the work 
of re-organisation and recovery of overdues will depend largely 
upon local conditions and circumstances, and perhaps tto uniform 
principles of procedure of financial control ought to be laid down. 
It must be admitted, on tbe one hand, that co-operative 
efficiency points to the local unions as being best fitted to exer- 
cise a careful vigilance at close quarters over the financial and 
administrative affairs of the primary societies; and if the unions 
fail to discharge this duty properly for lack of efficient highfer- 
paid office-hearers, something ought to be done to increase their 
funds with a view to enable them to discharge the duties of 
general supervision, propaganda or organisation work more 
efficiently. On the other hand, as the Central Banks Sire 
ttltimitely the financiers of the movement, it is they which 
through their directors or their own paid staff can most effective- 
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ly exercise the practical, business control so necessary to safe- 
guard the banks’ own financial stability. The initiative may be 
taken by the Central Bank, union or federation, and I think that 
on the whole a hard and fast differentiation of the duties of 
supervision, inspection, administration or control and the 
allocation of responsibilities for the same to different bodies will 
not be conducive to practical efficiency of the primary society. 
T^re is danger of diarchy when drastic and speedy action is to 
be taken. There is also danger of lack of sufficient number of 
efficient and whole-hearted co-operators in the different organisa- 
tions. Any idea of the conflict of interests between the primary 
societies and Central Banks, which has its justification in the 
past management of the Central Banks on joint-stock lines, need 
not justify a complete shifting of responsibility from their hands 
into those of new organisations with staff and funds wholly in- 
adequate to deal with the present situation, when as many as 75 
per cent of the societies demand immediate rectification. The 
obvious remedy seems to be to depend upon the growth of a 
sound public opinion in co-operative finance*, so that the existing 
Central Banks may not be controlled by few individuals and they 
may develop a sound co-operative spirit which will enable them 
to steer clear of the Rcylla of large idle balances which keep up ; 
a feverish agitation for expansion on the one hand, and the 
Oharybdis of making un-co-operative investments of such 
balances, on the other. The experience of Bengal has shown 
that the Central Banks are federations of local societies, and 
where the constituent societies, through their representatives, play 
a leading part in the management of the banks, inspection by 
Central Banks has been found to be most effective. With an 
effective representation of the primary societies, in the executive 
of the Central Banks, the causes which underlie a. possible 
misapprehension will disappear and the district federations and 
unions can devote themselves more strenuously to co-operative 
education or propaganda in the villages — a task which they are 
most fitted to undertake’; while they also should, with the c(m- 
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currence and co-operation of the Central Banks, undertake the 
work of consoilidation and reorg-anisation. Nothing is more 
tantamount to lead to financial chaos at this stage than any scheme 
which instead of bringing about a co-operation between the 
financing and supervising agencies sows seeds of disharmony and 
dual administration. Nothing, again, is more calculated to kill 
the initiative which has developed in these years than to place 
greater reliance upon the official agencies for supervision and 
control. For gradually we have to work to'^^ards the complete 
control of the co-operative movement by the co-operators them- 
selves — an end which can be reaiHsed only by the mobilisation 
of the resources, ability and idealism of all the co-operators, in 
primary societies and supervising unions, in district federations 
and Central Banks. A provincial co-operativc service, responsible 
to a central board composed of representatives of different classes 
of co-operative organisations is, I believe, the first practical step 
towards such co-operative efficiency. 


NEED OF LINKING CENTRAI. INSTITUTIONS 

Gradually as Primary Societies, Central Banks and Unions 
grow, the central institutions, vi?^., the central banking establish- 
ment and the federation will form parts of one organic whoile. The 
central banking institutions will represent in their functions the 
link between agriculture and the money market, while the federa- 
tions will take charge of audit, inspection, organisation and 
propaganda. 

It is inevitable that the Central Banki? will gradually specialise 
in forms of banking business only, that would require experienced 
and sagacious guidance contributing to maintain the fluidity of 
the co-operative business as a whole. To ^ the unions and the 
federations will be allotted the task of establishing and supervising 
the Primary Societies and educating them by a continuous per- 



m 


NOTES 


sofial contact kept up by means of the auditors. The scope of 
GovemmeDt audk, supervision and inspection will gradually shrink. 
Whether the time has come to separate the functions of banking 
and of supervision, and how in the interests of co-operative 
efficiency and self-government this separation may now be intro- 
duced and Government control restricted, your own Ipcal ex- 
perience and conditions will best guide you. But one thing is 
clear. The two central institutions, the central banking establish- 
ment and the federation, must be closely linked together, and 
if they show discord, the currents that will be transmitted from 
these centres of energy to the faiihest village will contradict 
one another, making the whole movement futile. 


THE ANCIENT RTTBAL OOMMHNALISM 

I do not agree with the view that is current in co-operative 
circles that credit is the first step towards co-operation, and 
that unless wo have advanced a great deal in this direction no 
other forms of co-operation are likely to succeed. This is derived 
from a particular and partial phase of European co-operative 
experience, which ought not to guide our social and economic 
policy. Rural history in the East is far different from that in 
the West. In Europe the village was overshadowed by the 
imperial system and feudalism, which obscured the ancient 
communalism, suppressed the rights of the villagers in the 
common lands, disintegrated village solidarity, and absorbed most 
of the profits of agriculture so that the tenants were debased. In 
India and, generally speaking, in the East, the village oomr 
munalism has been far more widespread and the common pasture, 
the rights of grazing and cutting fuel, the holdings lying not 
in contiguous blocks but in scattered strips so as to profit from 
different soil ai\d climatic conditions, the collective management 
of irrigation, coihmnnal employment of village artisans, servants 
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and fimctiaiiaries^ the maiutenaiice of a common village fund^ — 
all those still testify to the persistence of ancient and essential 
co-operative traditions unknown to the Western villager. The 
early English administrator, bom and bred in the individualistic 
traditions of Bentham and Ricardo, treated these as tribal- 
communal relics of the mediaeval past. Both land-settlement and 
local Government tended to obliterate that careful adjustment 
of rights in land between the different ^‘lasses and that efficient 
local co-operative service, which ih? Indian village community 
has evolved through the centuries in response to the agricultural 
needs and social instincts of the people. Indeed, the disuse of 
village law and custom as regards comriunal control of pastures, 
tanks and irrigation channels, or the management of common 
village funds and functional ies have in recent >3ars contributed 
in no small measure to the decline of agriculture in the country. 
Many reparative measures have been undertaken by the Govern- 
ment in different provinces to check the disruption of the village 
community and agricultural custom. Such, for instance, are the 
Punjab Land Aliena.tion and Pre-emption Acts, the various 
Village Panchayat Acts, which have for their purpose the revival 
of village organisation and peasant solidarity. 


AGRICtriiTIJRAL CfREDlT NOT THM WHOLM, REMEDY 

When the co-operative movement was initiated in India in 
1904 it was anticipated that the re-orientation of rural life will 
not be long delayed and the havoc wrought by a persistent policy 
of centralisation at laat effectively checked. These hopes have 
not been realised. So far the movement, has touched only a 
microscopic minority of our millions and chiefly confined to cheap 
financing, which alone cannot solve the economic problem of the 
peasants. After decades of multiplication of credit societies we 
have now crane to realise that in spite of the great reduction in 
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the burden of interest and the laige and growing amount of 
reserve fund raised from the agriculturists themselves, aiTears 
have co-ntinued to increase and now have become a serious 
nxenace. In most of the provinces we have been reaping the 
effects of hiuried and impatient work and the policy now adopted 
is that of consolidation and improvement of existing societies, 
not fresh organisation. 

In many cases on account of bad debts of the societies 
menibers cannot get enough accommodation and resort to the 
money-lender. Thus the member borrows fiom, the society to 
repay the money-lender and also borrows from the money-lender 
to repay the society and this goes on in see-sa.w fashion till one 
day credit tumbles down. Easy credit cannot rescue the peasant 
because it does not touch the roots of the problem, viz., how to 
increase agricultural efficiency. As long as we cannot increase 
the actual yield of the land, the interest will not be paid regularly 
to the primary society, and the mortgage debt will increase. 
Indeed, the agricultural problem cannot be solved by honesty and 
thrift alone. The essential thing is to revive or arouse neigh- 
bourly friendliness and mutual service in agricultural tasks, as 
well as in general affairs of village life, to improve rural efficiency 
and the standard of rural living conditions. 

Unfortunately what the co-operative movement generally aims 
at is to throw a noose in the countryside and lure the peasants 
into it by the offer of cheap loans. The task of rura)l recon- 
struction has been more or less kept in the background. Rural 
reconstruction is a teim which embraces every phase of rural labour 
and production, and it is essential that this aim should be always 
present in the mind of the Indian co-operator. For the chief 
reason why we cannot make much progress in the co-operative 
movement, is that in our country we are working in the villages 
on isola.ted problems and in piece-meal fashion. We thus fail 
to achieve the success which collective effort in definite regional 
improvement undertakings might have brought. 
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FINANCE 

The outstanding features of interest in the world of finance 
in recent months are the very interesting struggle between the 
Federal Eeserve banks and Wall Street, the satisfactory results 
resulting from the stabilisation of the French franc, and the 
diflS.culties in Great Britain in regard to the unemployment 
question. In May, 192T, a calculation based upon the latest 
earnings of about 350 industrial corj.orations ir the United States 
showed that the market value of the stocks was 11*2 times the 
yearly net earnings, giving a yield (earnings, not dividends) of 
not quite 9 per cent on the aggregate "alurtion. In April, 1928, 
the aggregate of market values 15*2 times the latest avail- 
able figures of net earnings, giving a yield upon the current 
valuation of about o G per cent. Business was not so good in 
1927 as in 1920, and the reduction in yield was due to the higher 
market valuation. The National City Bank has pointed out that 
^ If the outstanding volume of bank credit had been contracted 
as the result of recent gold exports at the same rate as it was 
increasefl when an equal amount of gold came into the country, 
the stock exchange would have experienced a liquidation which 
in comparison with that which occurred last month would have 
been as a cyclone to an evening zephyr.’ The Reserve banks 
rightly set their face against further expansion of credit in stock 
exchange loans since they are the custodians of the final banking 
reserves of the country. The discount rate was raised to 4^ and 
then to 5 per cent to avoid increasing liabilities and diminishing 
reserves or, in short, to escape the burning of the candle at both 
ends. They did more, they drew funds from the market by selling 
Government Securities. The result was the tightening of money 
all round, and a sobering effect was apparent in Wall Street. 
The member banks, it is true, offered collateral prescribed by 
the Reserve Act, viz., commercial paper or Government securities. 
On the other hand, the Reserve Banks were modifying this by 
selling securities. Discounts and advances of Reserve banks 
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advauced in the first five or six: mouths of the year while the 
bills bought ill the open market and United States (i.e., Govern- 
ment securities) declined. The indebtedness of member banks 
still seems far too high./ In July, 19538, it was |1,031, 000,000 
as against $489,000,000 in March and $477,311,000 on the 
corresponding date of 1927. It is bad to allow member banks 
to be indebted continuously to the Reserve banks. The Federal 
Reserve System is for temporary borrowings only and its power 
must be unimpaired. The steps taken by the United States 
Federal Reserve System to check Wall Street speculation and the 
curtailment of credit that has resulted may exercise a restraining 
influence on international trade during the current quarter. 
This, how^ever, must not be exaggerated. Indeed it may have 
little if any influence as the large increase in credits which have 
been used for stock exchange speculation may have been due to 
the fact that these credits have not been lequired for industry 
and trade. A reduction of credit enqdoyed on the New York 
Stock Exchange may even ease the situation for international 
trade. Credit not required by trade usually seeks employment 
in securities while the psychological siorm, the basis of a Stock 
Exchange ' lioom,’ lasts, and encourages bankers to manufacture 
credit for it. The 5 per cent rate has been the rate since 12th 
rluly last. The rise in American money rates this year is after 
the establishment of currency stabilization de jure in France, the 
chief event of the year in international banking. 

Concurrently wdth the restrictive measures there has been a 
heavy export of gold from the United States to Europe. The 
return movement of gold was in itself a desirable one, for in the 
main it reflects the great increase of American investments in 
European Securities that has taken place since chaos in the dis- 
tressed countries has been replaced by economic order. The 
American position is all the more interesting because this is the 
season when the banks have to finance general business and crop 
moving usual in the autumn. The movement of gold from the 
United States to Germany is the result undoubtedly of the revival 
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of German borrowing operations in Wall Street. The United 
States has lovst in a little over a year in gold £116,000,000, in- 
cluding net loss throug^^ exports and earmarkings, and this clearly 
shows the extent to which the gold accumulated in the United 
States during the period of monetary disorganisation of the world 
has been redistributed. 

In regard to the stabilisation of the franc at about 20 per 
cent of the pre-war parity it is interesiing to note that France 
has adopted in principle an unlimited gold slandaid but for the 
present has given the central bank the ()})tion of redeeming its 
notes either in bullion or in kind and of fixing a minimum amount 
})elow which the bank will not redeem notes. This minimum has 
been fixed at 215,000 francs or about £1d>(S0. A "orrt spondent 
of the liank of France recently w’^ote * nous sommes aujourd ’ 
hui stabilises et tons les inconvenients internationaux de notre 
longue periode d’ attente sont oublies. Tout va normalement et 
nous sonuues tres satisfaits.^ 

The Imperial Uank rate remains (September 7) at 5 per cent 
to which it was lowered in the middle of duly. It seems not 
improbable that Government’s pob’cy may be to run on lower 
balances. What is required is to avoid as far as possible the 
large seasona])Ie fluctuations in money rates. It is early yet to 
say whether this year’s busy season will have normal rates. It 
has been announced that the Government of India have decided 
to raise through the Bank of Fnglard £(),(X10,000 in Indian 
Sterling Treasury Bills of six months’ maturity. There is a 
large payment in sterling to be made on account of the Burma 
Railways which are being transferred to Govemment manage- 
ment, and Government find it most convenient to meet the funds 
in this way. Rupee Treasury Bills are not yet popular as they 
ought to be now a permanent feature of the Indian financial 
system. 

The Report of the Royal Commission on Agriculture raises 
many and important questions on public finance. The cro-ps in 
British India today are worth to the cultivator some Rs. 2,000 
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crores.^ Population, however, is 243,000,000. In Canada the 
value is Es. 2,100 crores but the population is scarcely 9,000,000. 
In Denmark the yield of wheat per acre is 40*51 bushels, in the 
United Kingdom 32*4, in Canada 10 92, in the United States 
14*47, in Australia 13*24, in India 12*18, and in the Soviet Ee- 
publics 8*29. These are the average yield for the years 1922 — ^25. 
In 1920-27 out of a revenue of nearly 90 crores Provincial Govern- 
ments are spending a shade more than one per cent on the 
development of the industry which supports such a large portion 
of the population. Finance to overcome the chief enemies which 
are ignorance of the connexion between insanitary conditions and 
disease, thriftlessness and the lack of the will to live better from 
education and other causes would seem to be the chief fertiliser 
required. The Commission has done well to emphasize the 
financial aspects of this all-important problem. 

G.P.S. 


LABOUE 

Mr. Mardy Jones raised the question of the inspection of 
mines in India in the House of Commons, He felt that 10 Inspec- 
tors employed by the Government of India to inspect the 72 coal 
mines in India, separated from each other by hundreds of miles, 
was insufiicient. His chief object was that an Inspector should 
arrive as soon as possible at a mine where fatal accidents had oc- 
culted. The present staff was wholly inadequate to meet this 
requirement. The answer given was that this was a matter for 
the Assembly to take up rather than the House of Commons. We 
trust the matter will not be neglected by the Assembly. The 
question of the insufficiency of the Inspecting staff has been 
brought to the notice of the public more than once. 


I The Science of Public Finj^pce, p. 138. Macmillan & Co, 
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It is significant that the Bombay Corporation at a special 
meeting passed a resolution urging the local Government to take 
immediate steps to appoint a Conciliation Board to bring about 
an early settlement of the Strike. We are convinced that some 
machinery for arbitration or conciliation should be cieated in all 
our major industries. The loss involved to the various industries, 
and the distress caused to the workers and tbcir families and the 
inconvenience to the public are sufficient reasons to warrant State 
intervention in such matters, under certain limitations. 


As a result of the prolonged Strike il was stated that Jobbers 
were joining the Strikers* Union in Bombay. If a closer under- 
standing can be established between the mill-hand and the jobber 
and they can be united in a Union, we are certain that it would 
greatly improve matters for Labour in this country. We are 
certain that a great deal ot friction caused in the running of the 
mills is due to the unsympathetic handling of the mill-hands by 
the jobbers. If this could be diminished, it would be good for all 
concerned. 


The Mill Owners* Association, Bombay, have maintained 
that there was not only every justification for the standardisation 
of wages, but also for the standardizing of the number of oper- 
atives to a particular job. The Joint Strike Committee hd.ve 
severely criticized the Standardized Scheme issued by the Mill 
Owners* Association and have said that, if it be adopted, it will 
place from 10 to 20,000 people on the unemployed list and will 
take away from two to three lakhs of rupees from wages by the new 
reductions proposed. 


We deplore the strike on the South Indian Railway which 
took place on the I9th July, 1928. The manner in which it has 
been conducted cannot but be severely condemned. We feel 
that Mr. Rothera, the Agent, could not be more reasonable and 
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conciliatory than he has been. The Offieers of the Eailwaymen’s 
Union should have displayed greater statesmanship and should 
have been able to maintain discipline. Lack of discipline must 
lead to the distintegration of Trade Unionism in this country. 
We, however, w^ell realize that the Leaders are dealing with an 
uneducated and highly excitable group of men and their task 
cannot by any means be an easy one. Even after the strike was 
declared, the Agent gave ihe assurance that he was prepared to 
submit the quevstion of the menials and the outstanding grievances 
of the running staff to arbitration by the Labour Commissioner 
with tlie Government of Madras. The offer was not accepted and 
the strike was not called off. We for one could not grasp the 
wisdom of this refusal to put the maiter up for arbitration. Later 
it was published tliat the Central Laboui* Union, Trichinopoly, 
would agree to the arbitration ofter made by the Agent of the South 
Indian Eailway provided two fuiiher points, namely, the ques- 
tion of lock-oui pay and the absorption of surplus men after volun- 
tary resignations, were also included for discussion. 


By a large majority the Trade Union Congress in Australia 
decided to preserve the affiliation of the Australasian Council of 
Trade Unions with the Pan-Pacific Secretariat of the “ Eed 
internationals. 


We note wuth satisfaction that the Punjab Government are 
considering the question of appointing' the Director of Public 
Health and some of his assistants as additional Inspectors of fac- 
tories in order to supeiwise l>etter the sanitary conditions prevail- 
ing in factories and the health of the employees. Any such co- 
ordination, clearly marked, between Government Departments 
would mean not onlj" an economy of expenses, bui would greatly add 
to the efficiency of the services rendered. The number of factories 
in tlie Punjab was 590 and that of the operatives was little over 
50,000 for 1927. 



tABUUli m 

The Industrial Transference Board appointed to examine the 
question of unemployment in Great Britain have estimated that there 
are about 300,000 people who are permanently unemployed and it 
is only by a system of national transference of the meii from 
depressed areas to areas more hoi)eful, and the simplification of 
the regulations of the Empire Settlement Scheme, and a reduction 
of passag’^e rate that the situation can at all be relieved. In otlier 
words, the iinemployment problem has become endemic and can 
only be successfully met by a change in treatment. 

On the strength of these recommendations the (t( vernment 
have authorized Labour Exclie(|uer in Great Britain to give ad- 
vances to workmen and their families to meet railway fares, re- 
moval expenses and remittance to tlieir families. Tluse loans are 
to be repaid in small instalnumhs. The Exp^ H Credit Guarantee 
Scheme is to be extended for another two years at least. 


Mr. J . II. Thomas and his railwayiuen are to be congratulated 
at arriving at a successful and amicable solution in agreeing to 
a 21 jier cent cut in tlieir wages. The Companies’ Directors too 
have agreed to accept this reduction as far as their salaries are 
concerned. The agreement is a temporary one and may be termin- 
ated after one year on a three months’ notice on either side. This 
is one of ihc happy signs of the change coming over the employers 
and the employees in Great Britain in their dealings with one 
another. Such mutual respect has been won after bitter struggle. 
We hope iliat for this country the period of misundeisianding and 
antipathy will not be as long. But such mutual regard will not 
be established by ihe mere wishing for it ; it will have to be estab- 
lished by prolonged hard work on either side. We feel that 
ihe public at large will have not a little to do in bringing about 
a better relationship between the contending parties. This they 
can do by keeping alive their sympathies wdth the cause of labour 
and by maintaining an intelligent appreciation of the difficulties 
and problems that confront the employers. 
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Mr. J. Kaul who was recenily acting as Secretary to the Rail- 
way Board has been placed on Special Duty to look into the ques- 
tions of the application of the Washington and Geneva conven- 
tions regarding the hours of labour and the w^eekly rest day for 
the railway staff in general. The conclusions of his enquiries 
will be awaited with much interest and eagerness. 


We w’ould again urge that the Central Government should 
bestir itself and pass legislation for the control of imports and 
manufacture of adulterated foodstuffs and drugs. We need not 
repeat in these pages again that Provincial legislation will not be 
able to grapple wutli this wide-spread evil. All-India legislation 
alone can hope to cope with it. The matter is very serious as it 
means that not only so much monetary loss is inflicted upon the 
consumers who buy these commodities paying heavy prices and 
getting almost trash in return, but it also affects their health 
seriously. , For instance a kind of white oil is being imported to 
adulterate ghee, A great deal of the quinine sold in the bazaar 
is imported and is of spurious quality. A very large quantity 
of imported peppermint oil, oil of cloves, a large variety of tinc- 
tuies of various sorts, and citric acid, santonine, are of very poor 
quality or are definitely adulterated. Besides imported drugs and 
medicines, India itself is an active agent in producing many 
pow^ders and drugs which are supposed to be effective re- 
medies for various diseases and debilities, but which in reality 
are highly injurious to health. The State should not hesitate to 
arm itself fully to meet this dreadful danger. Cities are the chief 
centres where such sales are being carried out, and so it should 
not be difficult, with vigilance and heavy sentences, to greatly 
limit the operations of trafficking in such goods. 

But, of course, the evil will never be successfully met by this 
negative action only. What is greatly needed is that cheap and 
genuine drugs and medicines should be manufactured either by 
the Government direct or under Government control, and distri- 
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buted throug^b reiliable Agents or public Hovspitals or Dispensaries 
and Tlianas and Post Offices. In the manufacture of quinine and 
its distribution through the Post Offices the Government is ren- 
dering remarkable services to the community. If some of the other 
common drugs, foreign and indigenous, could similarly be made 
available to the public, at cheap rates, it would be an important 
service rendered. The health of the nation is involved in this ques- 
tion. Money spent by Government in the supervision, manufac- 
ture, control or distribution of the foodstuffs and drugs will be 
repaid a hundredfold over in the better health of the xn^pl^ aJid 
their increased capacity for work. We rll know how bitterly 
the employers complain of the poc^r health of the employees and 
the consequent increase in the labour cost of produotion involved. 
This adds a hejivy weight in the race fur marki.ts, even in the home 
market, against foreign (*ompetitoi*s. Investment in the nation^s 
health is one of the beat and soundest financial propositions that 
any Government could be asked to consider. 

But in all this i|ueaiion of adulterated foodstuffs and drugs 
the question of effective inspection is all important. However 
perfect the legislative measure may be in itseilf, an adequate, 
honest and efficient staff is absoilutely essential to make it a suc- 
cess, otherwise it would be worse than useless. Take for instance 
Calcutta ; with an area of about 45 square miles, with 50 large 
markets and innumerable shoi)s and chemists’ pilaces to supervise, 
there are only 11 inspector's appointed to do this work. The won- 
der is that the work is done as satisfactorily as it is under the 
circumstances. Standards of purity are fixed for ghee^ butter, 
tea, flour, mustard oil and milk. Many of the samples analysed 
are far below the standard fixed. 

Five out of the seven analysts employed by the Corporation 
are placed at the Hogg Market and are engaged in examining 
samples of milk. No can of milk is allowed to be exposed for 
sale unless its contents have been examined by the analyst. 

It is proposed, however, to strengthen the inspecting staff. 


ITT F. |7 
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The question of ill-treatment accorded to the 10,000 British 
unemployed miners who have been drafted over to Canada by the 
two Governnienls concerned will be enquired into officially. We 
regret that the otherwise well-planned scheme of reilief to the un- 
employed on such a large scale ever undertaken by any two Gov- 
ernments should have been marred by the alleged ill-treatment. 


A resolution moved at the British Trades Union Congress to 
convene a Convocation to consider the feasibility of establishing 
one International Trades Union was overwhelmingly defeated. 
Mr. J. H. Thomas was one who was veiy strongly opposed to the 
motion. 


It is a matter of great satisfaction that the British Trades 
Union Congress have passed by a six to one majority vote the 
Peace in Industry Scheme worked out by the Tumer-Mord Con- 
ferences noticed in the pagCvS of the last issue of this Journal, 
The Indust]ial Coumo*] and the machinery for conciliation and 
arbitration will be set up as suggested with the conjunction of the 
Trades Union Council, the National Confederation of Employers 
and of the Federation of British Industries. 

With the passage of this resolution it may be said that the 
British Trade Union movement enters upon a wholly new approach 
to the solution of the various problems that face it. We do not 
pretend that all difficulties will vanish as if by magic, but we 
are certain that the solution of the difficulties will be made easier 
because of the change in attitude on both sides. Spirit and tem- 
perament play no small part in these matters and this new move 
is essentially a change in spirit and not so much in machinery. 
We hope that as in other so in this direction too the British 
liabour Movement will be successfully pioneering a new^ path for 
other nations to follow. The path, although narrow and difficult, 
must lead eventually to the land of prosperity and peace in In- 
dustry. We hope sincerely that our infant Labour Movement in 
India wull not be slow to follow upon such a path as this, 
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We miglit note that this move implies two fundamental 
changes in old-time notions concerning Labour and Capital. In 
the first i^lace, it is an acceptance of the principle that the well- 
being of the employer and the employee is not exclusive, but 
mutually inter-dependent upon each other. And the other is 
that mere brute force or trial of strength by way of Strikes or 
Lock-outs is not the best method of ai’riving at the solution of the 
intricate problems of modern industrial undertakings, it is only 
by mutual discussion and (‘onference that some of these difficulties 
may at all be solved. The triumph of this new oidentaiion will 
lie in the depth and the sincerity oi the change accepted by two 
sides concerned. 


The Workmen’s Compensation Act (Amendment) Bill is to 
be circulated for opinion. The amendments proposed are good 
and are intended to rectify some of the defects of the Act of 1923 
which have shewn up in its working. 


The Trades Disputes Bill is also to be cinmlated for opinion. 
We are glad that this has been decided upon as no one can doubt 
that it is a measure of the greatest importance. We do not ap- 
prehend any very great danger in the delay that will be caused 
by this action, for we feel that the strike-fever has reached its 
height and is now on the downward grade, while a hasty piece of 
legislation of this type may only become a fruitful cause of un- 
ending friction and may create greater mischief than it hopes to 
allay. 

Generailly, we thoroughly approve of the Bill as proposed. 
The Government, it is evident, have had the matter irj mind for 
a number of years; only recent events have somewhat precipitated 
affairs. The Bill has been carefully drafted and its provisions 
have been based upon the working of similar measures in other 
countries and their suitability to the labour conditions prevailing 
in India at the present time. 
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We, however, feel opposed, very strongly, to just one provi- 
sion of the Bill. We hope it will be deleted from an otherwise 
sane piece of legislation. We do not feel at all happy about sub- 
section f(iv) of Section 2. We do not feel that industries other 
than Eailways, Posts, Telegiaphs, and Teilephones, and water, 
light, conseiwaiicy and sanitation seiwices should be included 
under the scope and meaning of “ Public Utility Services/’ 
These have rightly been called Public Utility Seiwices, for they do 
in a very speciail manner affect the welfare of the community which 
the other industries do not. 

We are aware that tlie Governor-General in Council will give 
not less than three months’ notice of his intention of declaring 
“ any other industry, business or undertaking ” as a Public 
Utility Service, and we also feel that he will not lightly utilize 
this power vested in him, and yet we feel that this provision 
should be left out of ihe Hill. 

It is not that we wish for strikes and prolonged strikes at that in 
other industries, but it is because we wish for the natural and 
spontaneous develoxjment of the necessary spirit and machinery for 
the settlement of these difficulties by the employers and employees 
themselves. x\ legislative provision of the kind intended may, 
we feel, only retard the growth and development of such spirit and 
machinery for Peaiie in Industry. A mutual adjustment of their 
troubles — short of strikes or lock-outs — should be wished for and 
encouraged. In other countries, but particularfly in England, 
such machinery has slowly and gradually been built up. It takes 
time to evolve these institutions and to build up their traditions. 
We should therefore resirict the scope of the action of this Bill 
to Public Utility Services indicated above, and leave the rest of 
industry and business to work out its own salvation. 

We should also remember that so far we have no indication at 
all as to how the measure will act in actual practice. We must 
wait upon experience before we press forward in the direction of 
other industries. Furthermore, we are certain that the working 
of this measure is bound to have great influence in the settlement 
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of affairs in other industries not coming directly under its scope. 
Indirectly it is sure to affect their conduct, method and procedure. 

But for this pruvisi'm, we agree with every other clause of the 
Bill, even the one about sudden strikes and illegal strikee. 


The British Labour Party Cont'erence met in Birmingham 
this month, and amongst other matters discussed the very vital 
question of the control of the Bank of England, the extension of 
banking’ facilities and the control and distribution f cieJit accom- 
modation to concerns of public* use as against private enterprises, 
especially of the injurious types, and the iTgulatioii of the value 
of Gold by international agreement as set forth in the Genoa Con- 
ference of 1922. 


The Australian Dock Strike has developed into a serious 
menace. Mr. II. L. Butler, the Premier of South Australia, has 
declared that the issue is between mob rule and constitutional 
government. 


Strong Provincial leelijig has been excited at Jamshedpur 
due to the settlement of the prolonged strike there, owing to the 
interventions of Mr. Subhas Chandra Bose. Mr. Homi, a Parsi 
leader of labour, and Mr. Sharma, a Punjabi gentleman, have 
denounced the settlement arrived at as favourable to the Bengalis 
only. It seems int‘redible that men of such position should view 
the issues from this Provincial angle. The introduction of Pro- 
vincial consideration in such matters cannot be less disruptive to 
the meagre forces of labour in this country than that of commu- 
nalism. It just shows how^ far the Labour movement has to travel 
when its Leaders — some of them at least — can take such views. 



MOTlSS 


A lock-out involving 40,000 textile workers has been decilared 
at Munclien in Germany. The workers have demanded a 15-J per 
cent increase in their wages. The struggle is aiiiicipated to be 
a grim one. 


Mr. Ben Tillett has been e^lected Chairman of the General 
Council of the Trade Union Congress. He succeeds Mr. Ben 
Turner. 


Major Coveil, l.M.S. avIio had been specially invited by the 
Bombay Corporal ioii to study the problem of Malaria in that 
City, conhrms the conclusions arrived at by l)r, Bentley in 1911. 
He bolds that the incidence of malaria in Bombay has actuallly 
increased during the Iasi 30 years and that it is specially bad in 
the mill areas. He asserts that it is the Mills, the Railways and 
the Corporation that are directly responsible for this increase in 
malaria as mosquito-breeding places are man-made, there being 
no natural malaria in the island. 

As remedial measures he advocates the permanent closure of 
Weills, abolition of garden tanks and tubs, legulai* weekly treat- 
ment of ponds with Paris Green and the use of mosquito-proof 
cisterns. He demands active co-operation of all administrations, 
the employment of a whole-time Malaria Officer, and effectual 
legislation to ensure the carrying out of remedial measures neces- 
sary. With these steps taken in an earnest manner Major Covell 
holds that malaria could be brought under complete control. He 
does not estimate the cost to be very gi*eai, indeed he tliinks that 
the cost of the present half-measures, and the wide prevalence of 
malaria amongst tlie mill-hands resulting in decreased efficiency, 
drains Bombay of its resources much of which w^ould be savea 
it a thorough-g'oing scheme were adopted to combat the disease. 
W e trust that the enlightened City of Bombay will give the matter 
serious attention Avhich it deserves. 
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Under the Maternity Benefit Bill proposed in the Bombay 
Legislative Council a woman worker would be entitled to receive 
eight annas per day uj) to a maximum period of three weeks be- 
fore and four weeks after confinement. The whole burden would 
fall upon the employers and they will be required to 
pay in the sum direct to the women concenied. Only those 
women who have six months’ service to their credit will be entitled 
to this benefit. We are not sure whether we would not wish that 
such maternity benefits due to a woman should not be paid to her 
through the Union to which she m:iy belong, or tlirrugh some 
Welfare Society or through the Health Visitors themselves rather 
than directly by the employers themselves. 


We trust that the scheme for establishing a Public Heallth 
Institute at Calcutta and a Central Medical Research Institute at 
Dehra Dun that has received the sanction of the Standing* Finance 
Committee of the Assembly will soon be a materialized fact. The 
principle for the erection of these institutions had been accepted 
by the Standing Finance Committee in U)22, bul due to financial 
stringency the idea had to be jmstponed. Since then the entire 
scheme has been very carefully re-examined by such acknowledged 
experts as Sir Walter Fletcher, Secretary of tlie Medical Research 
Council of Great Britain, and Dr. (^arter, a representative of the 
Rockfeller Foundation in New York. The Rockfeiller Foundation, 
it is hoped, will defray the capital cost of building and equipping 
the Public Health Institute, estimated at Rs. 15*61 lakhs, provided 
the Government undertake to meet the cost of maintenance which is 
estimated to be Rs. 3 lakhs a year. Upon the health of the people 
rest the foundations of the prosperity and well-being of the nation. 
Money put into Medical and Public Health Research work would 
be money well spent. 


At last the Bombay Mill Strike has been called off. The 
teyms of agreement have been issued by the Government in n 
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oommtiiiiqu^. Tlie main thing is the appointment of a Committee 
of three to be appointed by Government with terms of reference 
covering the main points of the dispute. The strike has lasted 
over six months, and it has been a long* struggle involving great 
loss to the millowners and much loss and suffering to the workers. 
It affected about 150,000 workers. However, it must have driven 
home many useful lessons into the minds of the contending parties 
concerned, and above all we trust, thoroughly prepared the ground 
for the peaceful settlement of the difficulties involved by the me- 
thod of discussion and joint conference. The proposed Trades 
Dispute Bill may be a useful means of bringing about Ibis desirable 
end. We also trust the men will learn to discriminate between 
disinterested and selfless leaders and tliose who would lead for the 
sake of their own power and profit. 


The Ministry of Labour in Great Britain have a special scheme 
for transferring boys of 16 to 17 years of age in the coal-field area 
where they are unemployed, to other parts and industries, after 
giving tlieni suitable training. 1,000 boys have already been found 
work and their employers report very favourably about them. 
They have now about 2,500 boys under training, and they hope 
to have placed 5,000 boys in other employment before long. In 
this manner they hope su(‘cessf ally to meet the problem of the 
unemployment of boys and youths in the coal-fields. 


The All-India Eailwaymen's Federation have submitted a 
draft Memorandum relating to the grievances of railwaymen to 
the Railway Board. The Memorandum covers questions of a* 
minimum wage, which they place at Es. 35 for the unskilled 
worker; stopping of daily wages system; standardization of piece- 
rate payments; reduction of long hours of work; holiday arrange- 
ments; provident fund and gratuity rules; housing; educational 
and adequate medical facilities and the matter of promotion and 
racial discrimination, 
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We have had serious trouUes on the Eailways up and down 
the country, it would be futile to put all the blame upon the 
agitators or the Communist agents. We cannot help feeling that 
the Railway administrations liave shewed themselves unprepared 
to deal with these Labour crises. The angle of view" of the ad- 
ministration must now be changed and Labour shouild be treated 
wdth sympathy if not with respect. Such questions, as indicated 
in the Railwaymen’s memorandum, require c^ose examination and 
an honest settlement. This is the only way of defeating the 
machinations of interested men who pose as Labour leaders. The 
consideration of these matters shonM not be postponed till the 
crises arise but there should be routine cratch kept over these mat- 
ters and periodical adjustments eifected. In the end expenditure 
of labour and time spent ovei such matters will be well repaid. 
There must be well-constituted machinery to deal with such affairs, 
merely departmental handling of these problemE will not be satis- 
factory. For this purpose we have on the one side the Trade Union 
eiganisations — the properly registered ones to be sure, and on the 
other side the Railway administration, and these need to work out a 
^ ‘Solution. Some railways profiting by the recent unhappy experiences 
have now’ deputed special officers to look into these problems of the 
. personnel. Labour is becoming conscious of itself and it will 
demand not privileges, but rights. The demand for recognition 
status wull not be the least of these demands. Their growing 
self-respect will be satisfied with nothing less. 


We have been sent a copy of the Annual Report on the Work- 
ing of the Assam Labour Emigration Act, 1901, as amended by 
Act VIII of 1915, in the United Provinces, for the year ended 
June 30, 1928. 

The recruitment of emigrants was carried on in 19 districts 
of these Provinces. The total number of cooilies recruited were 
3,685 (men 8,111 , women T77 and dependants 797), as against 
4,005 recruited last year (1926-27). The bulk of the decrease is 
P. 18 
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from the Cawiipore and Bahraich districts. The decrease in the 
Cawnpore district is said to be due to the non-acceptance of single 
males by the Garden Sardars, while a brisk demand for labour is 
given as the cause for decrease in the Bahraich district. The 
Gorakhpur district again sent out the largest number of coolies 
(1,387). The increase this year is due not only to a greater number 
of Sardars deputed to this district, but ailso to the poor Raht crops 
of last year. 

Some Sardars had their licenses stopped and others punished 
for the infringement of the Act in such matters as recruiting 
women, without the previouh consent of their husbands or guar- 
dians. 

We note with anxiety the disproportionate recruitment oi 
male as against female coolies. W^e should therefore like to have 
some more infojmation legarding the sex and ages ol those in- 
cluded under the heading “ Dependants.'’ We trust that a large 
pi’oportion of tLe Dependants include the ‘‘ wives ” ol the 
coolies. 


R.K.R. 
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The Boad to Plenty, 1928, by William T. Foster and Waddill Catchings of 
the Poliak Foundation for T^lconomic Kasearch of Maf.sacbuseicS, U.S.A., is the 
last of a series of four interesting analytical works l.y Ibe same authors in 
collaboration, which have appeared for salo during the pa si few yeafa under the 
titles of “ Money,” ” Profits ” and ” Bubiness without a Buyei' ” and in conclusion 
of arguments supported by a competition for $5,000 offered and paid ^or the best 
adverse criticism of the second of these four books, which elicired keen response 
from economists in all parts of the world. 

The main theme of these talented authors the now widely recognised fact 
that consumer-demand in terms of circulating money is not always sutficient to 
absorb tlie production of the necessrry comforts and ccinveniences of modem life 
and material progress to which civilisation entitles all willing workers, without 
some corresponding fall in the ^eve.l of retail selling prices. 

It assures readers that the old orthodox doctrine, i.e., that the cost of pro- 
duction in temis of money automatically supplies consumers or users with sufficient 
means in money to enjoy such production may be true, but omits to state that 
such absorption can occur only at progressively lower prices unless the volume 
of the medium of purchase be enlarged pari passu with the increase of production. 

A stirring appeal is made on the sympathy of its readers for the sufferings, 
privations and demoralisation of those who are thrown out of work for no fault 
of their own, but no mention is made of industrial disputes and lock-outs or 
strikes which have been largely suppressed by the strong action of police methods 
in America among a working population of mixed nationalities and religions, who 
so far do not appear to develop combined resistance towards powerful corporations 
in the matter of wages or dismissals. The story is put in popular form as a 
discussion in a. railway carriage among a group of representative travellers from 
the leading professions and occupations so as to present so far as possible every 
point of view. 

- The dilemma of thrift, by which is meant money -savings invested in new 
enterprise, is stressed as often the primary cause of the shortage of consumer- 
income available or spendable on the products of civilisation: but nothing much 
is said about money-lending at interest as a more potent cause of this disequilibrium 
between the command of the purchasing media and the final cost of all 
commodities effected with borrowed funds. The authors have evidently been 
constrained to avoid any comment on the responsibility* of bankers for booms and 
slumps in trade which may be due to imprudent lendings with subsequent pressure 
on borrowers either through higher rates of discount or through refusal to renew 
their loans ; neither has any reference been made to the effect of «dearer mone^ 

958 
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on al] retail Belling prices of commodities, i.e., upwards, or on speculative stocks 
and shares, i.c., downwards. There is however constant allusion to the expansion 
of money but it is not explained how this is obtained, presumably by means of 
bank credit and by the issue of new Federal Reserve notes against re- discounted 
trade bills, since no reference is made to the subsequent contraction of money as 
a natural corrective to rising prices. 

The general diagnosis of economic ills as displayed by overproduction or 
underconsumption is correct and clearly explained, but the remedy or policy 
suggested is largely impracticable because the data and index figures needed to 
exhibit from day to day the trend of retail prices and the daily volume of produc- 
tion would never be available in time to permit of the prompt application of the 
necessary correctives, such as new public works or the flotation of Crnvernrnent 
debts, — ^which latter the authors consider as an addition to money in circulation 
if spent on such works, — or through the expansion of bank credit based thereon 
for purposes of trade. For the opposite condition, they suggest contraction of the 
currency by means of repayment of such debts to the public, which money has then 
to be reinvested at lower yields, thus reducing incomes. Nor could the amount 
of correction be found without experiment. 

“ Money is not the surface of things, it is the heart of the whole works ” — 
this is the obiter dictum of the business man in the party, and it is from him we 
learn how the cure of economic ills can be effected by means of the proper flow 
of money in relation to consumption. Again his dictum that “ the using-up of 
consumers’ goods is the end of economic activity, while the using-up of jroducers’ 
goods is only one means toward that end will be generally accepted without 
question. 

In Chapter XV the Road to Plenty is laid out through the establishment of 
a Federal Board to advise Government on economic welfare and to afford a leader- 
ship in business circles. The existing Federal Reserve Board is said to be 
essentially a system for financing production and “ has nothing to do directly with 
providing consumers with enough money to buy goods”; but here the authors 
make their cardinal error. If the Federal Board system would confine its operations 
to the rediscounting of all approved bona-fide trade transactions in new currency 
at some reliable rate, the result would be a sufficient supply of money to carry 
all production into consumption at steady prices. Indeed it was created partly 
for this purpose as Section 13 of the Act will show, but the vital distinc- 
tion between business done and business expected to be done has not been appre- 
hended. 

Production can only be safely promoted by savings or surplus money in the 
hands of consumer-workers whose inducement will be money profits included in 
retail selling prices. But if bank-interest be deductible from such profits or 
addable to such prices, either the necessary inducement is partly withdrawn, or 
the ability of consumers 1o pay is reduced. Interest must be duly paid under 
tlireat of insohency or capital recxmstruction but profits may disappear and may 
become losses before producers will cease to function. In any case, the risk of 
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rediscounting is less than that of inouey-lending on collateral however secure; 
the margin demanded by bankers on such “ assets ” proves this. 

The poM'er of the State to increase consumer- income at short notice is doubtful* 
the borrowing of money or public debt based oii taxation may not have this effect 
unless it be promptly s})e.nt on public utilities and services which certainly tend 
to raise retail prices in the vicinity. The repayment of public debts connotes 
surplus revenues which may not he available at a time oi rising prices but any 
declaration by (roverninent that its pidicy will bo aimed at the reduction of un- 
employment and the stabilization of the retail price level woiibl inspire confidence 
among business men, and private enterprise may be thereby Htimiilated. 

Nothing is said as to the speed of t rculation of the permanent stock of money, 
nor the economy offec'od in the use of monev by means of napor <'*ansfers such 
as cheques and bank drafts, nor of ihe facil ties for remittance by telegram, nor 
of the stimulus of higher rates of interest on the cireulatmii; perhaps these are 
minor matters in such a general scheme of ^tate nssis^nnee or non-interference 
with private business. 

The idea is good and sound if it can be carried out effectively, but the existing 
money mechanism is quite sufficient when modified 'as regards movements of the 
minimum rate of re-discount and when amplified or extende<l without legal limita- 
tion connected with gold reserves. 

No mention is made of the revenue earned by the 8tate on re-discount opera- 
tions although they must be considerable and relieve taxation. 

The authors anticipate that wages will rise with increased production; this 
may and should be true of individual attention and effort, but since retail prices 
will be stabilized, wages should also be steady and contnuious. ^J'hey are allied 
to prices and an element of all costs. 

The field of useful employment wull certainly be extended so that all foreign 
barter trade will be confined to surplus products in exchange for exotic supplies 
including gold if wanted. 

A woman is introduced at the end to inspire the business man to necessary 
action as his wife, and the Church is called upon to cease the preaching of the 
dismal dc '’-trine of self-sacrifice and resignation to things as they are. 

H. R. ' SooTT. 


Pbimer of Co-operation by H. L. Kaji, M.A., B.Ro., F.E.S., J.P. Published 
by the Rnperintendent, Provincial Co-operative Institute, Bombay. 

This unostentatious pamphlet of thirty-six pages gives an idea of the aims 
and achievements of the Co-operative Movement in the Bombay Presidency. The 
subject-matter was given as fifteen minutes' talks on the Co-operative Movement 
in the Bombay Presidency as part of the programme of the Broadcasting Company. 
Bombay. 
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. Ib thft seven talks into whicli ib<* pamphlet is divided Professor Kaji has 
managed to give, with rare skill and pcrspica<*ity, the present condition of the 
movement in the Presidency, and has discussed the lines on which problems have 
to be solved. While discussing the aims of the movemeni Professor Kaji aptly 
reminds his readers that “ It is protection of the poor and not survival of the 
fittest which is, therefore, the accepted motto of the co-operative inovemont.’’ 

In the second talk on Rural Credit Societies. Professor Knii. while emphasizing 
the need of business-like methods and oflieumt imniageinenl in the societies, 
recommends that “ supervision over its aflnirs must be thorough,” and ” the 
central financing agencies might, tlierefon‘. be* strengthened inor(‘ and their guiding 
influence over the small affiliated societie-. made more real and effective . . . 

So far as the objective is concerned, wo are one with Professor Kaji. hut 
we entirely disagree with him in the method suggested to secure the end. We 
would rather leave tlio central fimineing agencies severely ahiiie to finance, and 
leave the work of supervision and guidance, he if in the acpuisition ot business 
methods or the assimilation of co-operative principles and practice, to either the 
local managing eomniittco or some other ^irivate gentlemen, if available, or fo 
the supervising unions under the patronage of the Provincial Institute. Tlie central 
financing institutions, if allowed to meddle too mneh, tend to reduce the Primary 
Society to the position of a mere local agent of the central society for the distribu- 
tion of loans. That is what actually happened in the United Provinces. In tlfe 
Bombay Presidency, where the non-official agency is readily available to help the 
movement on, we think it would hr safe to keep the central financing institutions 
to the financing alone. 

In the third talk Professor Kaji has discussed Co-operative Societies other 
than Credit and we note with pleasure his recommendation that, ” It is unnecessary 
duplication of work and waste of energy for the Credit Society to sanction loans 
and for the Purchase Society to make purchases for agriculturists with the loans 
so obtained. It is desirable for the Credit Society itself tf> develop and expand 
into a Purchasing Society.” 

His remaining four talks on Urban Co-operation and Co-operative Law are 
equally instructive and interesting and give an idea to the reader of his first-hand 
information of the subject he is talking about. We recommend this pamphlet for 
careful study to all lovers of Co-operation in India. 


B. n. Bhatnaoar. 


Report op the Unemployment Committee, 1927. Madras G^ovt. Press. Price 7 annas. 
Report op the Unemployment Enquiry Committee, 1928. Travancore. 

That the problem of Unemployment for the educated classes, if not for the 
other sections of the community, has become an extremely serious one must be 
apparent to even the casual observer of our present-day social system. The 
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problem is not specific to any Province, but is trul} an All India one The Central 
Government have however decided to bt a Provincial one and have left it to the 
individual Provinces to lind the remedy foi it themselves We, howevei, feel 
that the Central (joveiniu” it should co oidinate the eflorts ol the individual 
Provmces and assist them n these bchemes for the mitigation of the evil They 
cannot di est themselves ol all rcsponsibihtv The British Goveinment themsehes 
acting through the Mniistiy loi La bum ha\c set a good example which our Central 
Government may well follow They ha\c negotiated with the Lauadiau Goveinment, 
and from all accounts hast iidnskiiod ii least b,000 out ol tin. 10,000 miners to 
Canada, successlully, not to mention the ti inslei tines tint the Government are 
making within the country itseU tluou^^h the Indus^iial Transtcrcnce Boaid 

Most ol the 1 lovinccb hive liowtsti iddicssed themselves to the l^roblem 
Bengal, Bombay Madias, 1 inijab uid icccntly the I nitcd P ovinots lust con 
stituted iJncmploMneut Lntjuii\ Coniiniliet uiiu bist gone into the mattci Some 
of the Indian states loo ha\b talvui up In iju sla \ and v\c must say that the 
Pravancore (ominittce sotiu to is to ha\^* accoinphslnd then task with great 
ciedit Ihc one si^jinlic int ta< i alu ut tin iiava ac Committee was that thtv 
issued then questionnaiic not onlv m 1 ngiish but iNo m the vciniculais — m 
Jamil and Malavalaui W i ^.icatl ippinJatc this ation of theirs and hold 
that whin tmthci (.njuiiKs >1 this uihu ik luiik winch t iki into uctoui 1 not 
enly the Ln lishlnowin^ ptison hut othcis tix) that tin medium o) the vcina 
cul u should not U Mi>^ltclcil Oui oopi ol mtoimution would in this wuy 
be ^j,reatl} widened ni i woull ils) omi liom within a deepci stritu ol th( 
people 

Ilio liepoith disclosi tin iiiikji Uiluiis ol this piohlim tin Iruvaucoit 
( ojumittee touchiiit^ piohahl\ nn u Ihoiou^hU and duply tin undeihing ciusts 
1 he state ol ill irs seems to In moii i ult in liiviiuoic than in Madias but we 
are not too suie wlntlKi tins leilU iij n scuts tlu ical londitioub io have eouducted 
this inquiiy omi hi iica c()ntdlnln^^ tin [k)| ul itjon that Liavdiicoic cairies is icall) 
quite diflcrent fjom condiufin^ a smniai (iniun ovci an in a as large and carrying, 
a population >s heuv> as in the Madias Piisidcju) the ma^uitu U ol the latter 
must iiceebsanl} lileet tin iciuiii> ol tin cuquny 

Both (omniitteis dcmaiul i lian^c in the natuie of edueation impaited 
Variety in education is demanded with a dctimh Inas loi Science and Agrieul 
ture, as is being done m the Pun|ah in tlu V^i leiiltuic bias Sehools The) 
also desiie the openin,^ up ol technical, ludustiial and mechameal schools, wheie 
requisite tramm^ lu these aits and handieralts could be properly given They 
also hold that Adult education should be nioic strongly developed by a system 
Sji Continuation schools 

But more than this, both Committees hold that fundamentally what is ras 
quired is a change ui the people s estimate oi the so called honourable protessions 
and services A new valuation dependent upon a new outlook of life is necessary. 
This IS the only way in which chiomc oveicrowdmg in certain directions will be 
relieved In othei words, all Manual (nsni^ the word comprehensively) work 
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should be looked upon as honourable as long as it — or iudeed any other work — 
xexbsiiius honest. This change ui people’s estiujate of the different waikft of 
life wdli come about not only li5 a change in education, but by tlie training 
giTen in the homes and by other powerful social iiuluences. Both Committees 
feel that outside the learned iirofehsions and clerical occupations there is suth* 
cient scope, especially on land. But the Committees do not think that land will 
prove an easy solution of the trouble unless the amenities of village life are 
improved, and the fur more diihcult problem of the fragmentation ol holdings is 
.checked by a change in the Inheritance Laws, Tenancy Legislation or Co-operative 
Action. Unless this is done, “ Back to the Land ” cry will only be one in the 
wilderness. 

The Travancore (’ommittee do not seem to have much faith m Educational 
Colonies of the Maharaja of Cossimhazar's Bolyteclinic Institute typo run under 
tlie disinterested and enthusiastic direction of Captain J. W. Petavel. 

It is of course frankly an experiment m the Indian environment. Bimilar 
experiments have been tried elsewhere and the great Educationist, Paul Oestreicli, 
Leader of the Crerman Youth Movement, believes in the soundness of such edu- 
cational institutions. His own Produktion Sclude in German}^ seems to be func- 
tioning successfully. 

The Travancore C-oiumittte suggest a detinile plan of land colonisation for 
the unemployed educated youtli. They propose that some available waste land 
should be given to each candidate varying Ironi io to 20 acres blocks to 5 to 
10 acres blocks, according to educational tiualiiicaiionh, and agricultural loans 
ranging from Jhs. 250 to Bh. 1,000. They suggest that one or two such model 
colonies should be started, under non-olhcial control, and its resiills watched. 
\Ye strongly commend this suggestion for Slate action. We feel however that 
Horticulture rather than routine agriculture will be more suitable for the edu- 
cated youths as arc being produced, for the present, in our Bchools and Univer- 
sities. Many of these are not accustomed to the heavy, hard and strenuous work 
that ordinary agriculture demands. Horticulture would be more congenial. The 
experiment, however, is well worth trying. 

Both these Beports give much valuable information and suggestions. W6 
lack .such information, and without the knowledge of the facts of the situation 
no effective remedial measures can be taken. The facts have been gathered 
now and it only needs to try out the remedies recommended. 


S. K. liUDRA. 


Cooi'ERATivK Credit in Jamui Subdivision by Sadashiva Prasad, B.A., Bihar" 
and Orissa Co-operative Federation, Patna. 

' This small pamphlet gives us an idea of the progress of co-opevative creilit 
societies in the .Taraui subdivision. In November, 1918, Bev. Barlow was appoint- 
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^ aa Honorary Organiser for Coopeiative Societies in tbe subdivision by the 
Registrar of Co>operative Societies, and at the end of 1926 we find 121 agrioul- 
tnral and 3 non agricultural societies developed in that area. The writer gives 
e* vivid description of the woik done during the 8 years under review m the 
development of co-operation. Jbut the pamphlet contains much more than a mere 
history of development of credit co-operation Tt also gives us an idea of the 
economic condition of the people. 


B <jr Bhatnaoar. 


Short Noies on L\nd Rlvindi AnMiNiSi ration and sour ComLOTED Subteots 
by Kesan Singh Bancholy, BA, LL 13 Pp xvn, 119 Rs 5 

‘ This,” the third %oluine ol Mr ivesan Si gl’s series ‘ ioi the >oung 
a>rmce8,’ ‘ is TMthoul doubt the most in port ant,” observes the wntei of the 
Preface to thif book Perhaps the vnter of the Preface is correct The book 
^i6ftls with Land Revenue Administration, Agudiltmc, Famines, and Cooperative 
Credit Societies 

Judged from the point ol 'oew of general talks on the above serious sub- 
jects to a prince or princes of India, it may be passed a tolerable effoit of an 
overworked tutor had to talk on a variety of topics But from the standard 
of exposition attained in ♦he lectuies, and the degiee of inloimation given in thcMii 
•on the var’ous topics, the author does not seem to have been justified in getting 
3iis lectiiies published in book form and pricing them at Rs 5 1 

B C Bhatna(,ar 


Thi Land of thi Fi\f Rivirs by Hugh Kennedy Trcvaskis Oxlord University 

Press 1928 Pp 372 Price Rs 9 

This purports to be an economic history o^' the Punjab irom the earhesti 
times to 1890 It is really a politico religio economic history down to the 
•disruption of the Sikh Kingdom and after that it assumes practically a purely 
economic hue 

As a book for the general reader who has more or less a dilettante mteiest 
m purely economic matters, and does not wish to be bothered at all with statis 
tical data, it is quite a good treatise It describes the rise and fall ot the Hindu, 
Pathan, Moghul and Sikh powers, narrates the story ot the origin and develop- 
Client (and m the case of Buddhism, decline also) of Hinduism, Buddhism, Islam, 
and Sikhism, and gives an idea of the Hindu and Muslim theories of the State 
besides dealing with those subjects that fall under the purview of economic 
history puie and simple — all of which keeps the book fiom being tiresome read- 
ing Then, the style is learned and pleasing Each (hapter is begun with w* 

F. 19 
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quotation — prose or poetic — from a classical or modern author — which aa 

a Sort of headline to the chapter, and, wherever an opportunity offers itself? 
body of the chapters themselves is adorned with some apt poetic lines. 

''' All this is very well indeed, so far as it goes. But, as a scientific thesi^ 
the book, we are afraid, must be declared a disappointment. With the exception 
of one chapter and certain sections of certain chapters — Chapter V, Sec- 
tions 1 and 3 of Chapter I, 2, 6 and 7 of Chapter II, 2, 4 and 5 of Chapter III 
and 4 of Chapter IV, which may be said to be mostly economic history, the rest 
of the book is dominated by political or religious history or by matter, such aa 
the Section on Bengal, which has little or no bearing on the economic history of 
the Land of the Five Kivers. 

Then, the author appears to be a man of strong sympathies and antipathies. 
He suffers from what is known as deficiency in intellectnal sympathy ” ; he- 
sees only one side of truth and is unable to realize that there are generally many 
sides lo it, and in a scientific treatise all of them should be glanced at. 

This IS a great defect of the book, greater than the first one noted above^ 
Kxamplcs of it can be found througbout the book. The author’s denunciation of 
the Brahminical religion as having its origin in and having its existence on 
the selfishness of the Brahmins is the first instance in point. That religion, to 
whatever depths of depravity it might have declined with the decline of learning 
in India, contain certain eternal truths which keep it alive in spite of the fact 
that the influence of Brahmins has mostly disappeared, at least in the Punjah, and 
that, we are ready to say, rightly. 

Another example of the onesidedness of the author may be found in sections. 
3 and 1 of Chapter Y — headed respectively “ The Political Supremacy of the 
Lawyer ” and “ The Economic Dictatorship of the Money-Lender.” The former 
would give the reader an idea that the author would not have the law courts «s 
they have resulted in the tremendous litigation that is going on in the Pimjab, 
and in the supremacy of the lawyer. He seems to impart the notion that the* 
rule of no-law, or entrusting settlement of cases in each district to the Deputy 
Commissioner w^ho is thoroughly familiar with the conditions in his district, 
would have been the right thing. That would have been so, provided the Deputy 
Commissioner was fair-minded and thoroughly acquainted with his people and 
their conditions. But what guarantee is there that this condition would always be- 
satisfied? It is simply because this guarantee does not exist that people prefer 
the rule of the law' which is rightly regarded as a lesser evil. 

As to section 4, it is full of praise or pity for one community and of vitu- 
perations for another community. We would not say anything about the politicaf 
or social consequences which this may have upon the tense communal situation 
in the Punjab, but we would ask the author “ Is there nothing whatever to ho 
said for the maligned community to which the majority of the money-lenders 
belong? Is it really their ‘ wily ’ nature that is responsible for all the ills 
that have fallen to the other community? ” We ask these questions because mo 
have not throughout this section seen a single word in justification flie atti- 



KKVIEWS OF BOOKS 961 

tudfj of this community, or in modification of statements which may be, — we wili 
icoiioedc, are — generally true, but are not so in every case, and, also because^ 
We believe that the author s purpose would have been equally served by his 
avoiding the use of words which would certamh appear offensive to the rua- 
do^Mi community 

Mill another example illustiative of the same tiend ol mind is to be found 
in the tompanson oi contrast winch the authoi has instituted between the Hindu 
and Muslim ruleis and the Bntisli Eaj Speaking of the ‘'\stein of land aa* 
nnnistiation of the Hindu rulers he says, The presut British (lovernment takea 
as lanl revenue from a twelfth to a sivth of the produce, not ^ery much leipH- 
1h«n these carlv kings hut m leturn foi this it gnes ocoMoinu admmistiative 
and educational facditics whidi they would not eten have thougM of (p 36) r 
and siinilarlv le bhvs of the Moghn' ad iiinistiation But the expenditure on 
hencficcnt activities such ih agricultural devel )pinej t education, medical re1lcd^ 
and snnUtion which now ibso»h sue) i l''>g(^ piopoi^’ion of goveinment revenue 
v\as jiractically nil (p 126) vMiile what th,. tiiithor says with regard to 
the expenditure of these goverrmen^s is, on the nhole, a fact, we would ask 
him if it IS right to julge of those times by tlie standaids of the pieseiit ^ The* 
beneficent activities could mt have been thought of then because they were not 
111 the air even in contemporarj European countries No government was con 
cUmned then il if did not undertake those activities, but if any government did 
not undertake them i the present day one ot the reasons for the existence of 
that government would disappeai But apait from this, what is the proportion 
ot it» total revenues that the present goveinment utih/es for these activities 
This amount has always been regarded as utterly inadequate by enlightcnecf 
Indian opinion, whether it is compared with the total revenues of the country 
0T With the amounts spent by othei civilized governments on these departments 

There is one moie criticism of the book we wish to offer The economics 
history of the Punjab under the British, although it deals with the problem 
of land very well, deals with that only, and says nothing ibout manufactures 
iiadt «ind comiiicKP 

\Miilc welcoming flit book as an addition to the scanty store of economic 
histones of India, we cannot but deplore the fact that a learned man like the- 
authoi should be swayed bv onlv one side of the problems he deals with 

G D Kakwal 


Thi Empibv or thp Great Mogol by J S Hoyland and S N Banerji I) B« 
Taraporevala, Sons k Co , Bombay Pp xiv-f 26S Es 2 8 

This book 18 an annotated translation of the Latin work of De Laet, a Dntesb 
wntei of the seventeenth century De Laet himself never visited India but, 
Hs I director of the Dutch East India Company, he had access to reliable sourcea 
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•of information. A paiujBiaking (x>1 lector and accurate writer lie cdmpiled this 
4Uicount of India from numerous sources, some of which are mentioned in the 
•oDitfse of the narrative, and published it in Latin in 1631. The hook consists of 
two parts, the first containing miscellaneous information about the geography'* 
•of Jndia, trade and industry, administrative arrangements, social conditions and 
the wealth and military resources of the Mughal Empire, and the second c<fe- 
taining a fragment of the history of India from 1540 to 1628. 

The two parts of the work are very unequal in value. The second based as 
it is un a single chronicle iiopularly known as Van den Broecke’s Fragment, but 
identified by I’rofessor Banerji in the Introduction as the work of l^elsaert, the 
<^hief of the Putch factory at Agra — is a document of solid worth, highly prized 
hy competent authorities. 

In the earlier part wc notice the usual defects of travellers’ tales. De Laet’s 
, ;authorities being Eurofiean traders, the information furnished by them as regards 
►commercial (commodities, weights and measures, money, exchange, tolls. tax^«, 
the security of the highways, etc., surpasses in accuracy and fulness of detail 
anything to be found in indigenous sources. The geography too of regions such 
.as Gujrat, Malwa and the country from Agra and Delhi to Lahore, which was 
generally freciuented by European travellers, is correct, but grotesque mistakes 
appear when the author is dealing uith other regions and wuth subjects such as 
Sot’ial conditions, history and antiquities and the details of administration which 
require an intimate knowledge of the country and its peoxde. Chapter IX on 
the “ Kings of India,” based on Garcia’s ” Treatise on Aromatic Plants ” is 
worthless for all practical purposes and a statement such as “ Most Muham- 
madans shave the whole head except a tuft around the crown which they leave 
in order that Muhammad may pull them up to Heaven ” induces one seriously 
to discount the value of the entire work. 

The critical footnotes written by Professor Banerji are scholarly and copious 
and what is more to be commended they seldom fail the reader. The printing is 
remarkably correct considering the nature of the subject, but the book deserves 
41 more attractive get-up. 


P. 
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FEDERAL FINANCE IN INDIA 


BT 

K. T. Shah, 

U III versify of Bombay, 

1. GENERAL PRINCIPLES OF FEDERAL FINANCE 

The distinguished marks of a federal organisation consist in 
a division of sovereignty between the constituent states, making 
up the Federation and the Federation itself. Almost all the exist- 
ing federations in the world to-day, with the possible exception 
of the United States of BraJ?'il and the Indian Empire, have been 
brought about by a kind of compact betw^een the constituent states 
existing before their Federation into a new state, which by agree- 
ment! has led to a distribution of powers and functions as between 
the constituent states and the Federation in accordance with the 
impulse which led them to unite. According as this federa- 
tion impulse was powerful or otherwise, the powers of the 
associates and of their association have varied; and the financial 
resources placed at the disposal of either have had to correspond 
to the functions and obligations assigned, respectively, to the 
Union and to the uniting states. There is, naturally, no uniform 
model for the several Federations of the world to conform to. 
Each has to evolve its own system according to the urge which 
makes for the Union, in the first instance; and each has, likewise, 
to effect its own modifications in the course of its history which 
the exigencies of the age and the country demand. Subject to 
this limitation, it may, however, be said, that in general, in all 
federal states, the functions of National Defence and maintenance 
of National Credit, at home and abroad, together with all those 
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other matters which concern the nation’s welfare, ai*e entrusted 
to the Union Government; while all matters of primarily local 
interest and concern are left to the federating states, or their 
delegates. The subjoined summary of the division of powers and 
functions, as between the leading Federations and their member 
states, is appended by way of illustration and confirmation of 
the foregoing remarks: — 

In the United States of America, whose federal republican 
constitution is now the oldest in the world. Section VIII of the 
Constitution of September, 1787, allows the Congress power to 
levy and collect taxes and imposts, to pay debt and provide for 
the common defence and welfare of the Union. The taxes and 
duties, however, voted by the Union Ijegislature, must be uni- 
form throughout the states. Money may be borrowed by the same 
body on the credit of the United States, and the foreign as well 
as the internal Irade of the Union regulated. Nationalisation 
of aliens and laws governing bankruptcies are likewise within 
the, province of the Congress, as also the coining of money, ihe 
regulation of currency, and fixing of weights and mea<sures. 
Establishment of the Post Office and Post Roads is a Union 
subject, as also the guaranteeing io aiithois or inventors the copy- 
right or patent in their works or discoveries. All courts of law, 
below the Supreme Court established by the Constitution, may 
be set up by the Congress ; and the same authority may define and 
pimish piracies and other offences on the High Seas. The declara- 
tion of War, maintenance of internal order, the raising and main- 
taining of an army and navy, and the making of rules for the 
governance and regulation of the land and sea forces are also 
vested in the same body. These are considerable powers; and 
though the Constitution has been amended over again since its 
adoption, the powers of the Central Government have been more 
often increased than not. The original Constitution had prohibited 
to the Congress any interference with the right of the states 
to regulate migration; and an interdict was placed upon any sus- 
pension of the writ of Habea<s Corpus, except in extraordinary 
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emergencies of rebellion or invasion. It was equally clear and 
positive about direct taxation. 

No capitation cr otLer direct tax shall be laid, unless in 
proportion to the census or enumeration hereinbefore 
directed to be taken. No tax or duty shall be laid 
on articles exported from any state. No preference 
shall be given by any regulation of commerce to the 
poiis of one state over those of another; nor shall 
vessels lioiind to or from one state be obliged to enter, 
clear, or pay duties in another.’’ 

The part of this Section IX lelating to the prohibition of 
direct taxation to the Fnion (/o\ernment caused increasing em- 
barrassment to the Central au^horjly as the obligations and 
requirements of that authority began to expand ; and so the portion 
was amended, after a historic struggle by the Amtmdment Sixteen 
of the Constitution adopted in 1913: — 

The Congress shall have povrer to lay and collect taxes 
on incomes, from w^hatever source derived, without 
apportionment among the several states, and without 
regard to any census or enumeration.” 

The powers of the constituent states, however, comprise all 
the field that is not specifically assigned to the TTnion. Amend- 
ment 10 of the Constitution, adopted as early as 1791, lays down: — 

The powers not delegated to the TJnited States by the 
Constitution, nor prohibited by it to the states, are 
reserved to the states respectively or to the people.” 

The only powers expressly prohibited by the Constitution to 
the states include dealings with foreign states, coining money 
or emitting bills of credit, passing any bill of attainder or grant- 
ing titles of nobility, or making laws imparing the obligation of 
contracts. Ijevying of duties on imports or exports, without the 
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consent of the Congress, is similarly forbidden to the states, except 
for what may suffice for their inspection laws; and all monies 
collected from such duties must go to the United States Treasury. 
On the same analogy, and under the same limitation, keeping of 
troops or war-ships in time of peace, or engaging in war, or 
making warlike alliances with foreign sta-tes is forbidden to the 
states, unless actually invaded or in such imminent danger as 
will not admit of delay.’’ (Section X.) 

Financial obligations and resources in the Union have been 
divided in accordance with the governing principles of the Federal 
organisation herebefore outlined. We shall review these finan- 
cial relations in a minute. Let us here add, by way of contrast 
or comparison, the analogous provision of the Swiss Oonstitution 

which breathes the same air of local autonomy tempered with 

• . 

national cohesion. If the original Constitution of the United 
States is nearly 150 years old, the Swiss Confederacy dates af. 
effect from the Middle ages. The latest constitution, howeve^i^ 
of this ancient mountain democracy dates from 1874, and embodies 
the experience of centuries of that people's own history. Tx)cal 
autonomy is definitely the principal aim of the Swiss Constitution 
even as in the days when Freeman wrote, the confederation being 
formed and maintained as a useful adjunct to promote the common 
welfare. liOs Cantons sont sonverains on tant que leur 
souverainete n’est pas limitee par la Constitution federal, et, 
comme tels, ils exercent tons les droits qui ne sont pas delegues 
au pouvoir federal,” says Article 3 of this Constitution. The 
powers of making war and peace are delegated to the Con* 
federation, as also those of making treaties with foreign powers, 
including those regulating commerce. (Art. 8.) But the Swiss 
Oonstitution is probably unique in its anxiety to maintain local 
rights, in its reserving to the Cantons the right to conclude 
Treaties with foreign states under exceptional conditions, on 
matters concerning public economy, neighbourly amenities, or 
police regulations, provided that such Treaties contain nothing 
repugnant to the Federation or to the other Cantons. (Art. 9.) 
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Among themselves, of course, the Oantons have the right to make 
conventions regarding legislation, administration of justice, on 
conditions that the same are intimated to the Central authority, 
and that the latter finds in them nothing injurious to the rights 
of the other Cantons. The Army, and provision for National 
Defence, even in this pennanently neutralised country, belong to 
the Federal authority; and Canton may have, besides its gendar- 
merie, upto 300 men of the permanent army (Art. 13, cf. also 
Art. 19). The Federation can order expropriation for certain 
purposes subject to the payment of an indemnity or compensation. 
The supervision of the Forest Police, the regulation of fishing an^l 
hunting (25), legislation on Kaihvay‘i, Posts and Telegraphs (3()), 
the creation of a Federal University and provision for higher 
education, public debt and coinage of money and note-issue, the 
fixing of Customs duties, — these belong to the Federal authority. 
The revenue from the Posts and Powder monopoly is reserved to 
the Federation. The revenue from Cusioms is similarly assigned 
to that body, subject to certain refunds to specified Cantons ; while 
the constitutional provision in Article 29 (2), permitting Export 
Duties, requires them to be as moderate as possible. Certain 
duties in the nature of Terminal Taxes or Octroi on articles of 
consumption within a Canton were upto 1890 reserved to th# 
Cantons. It is curious to note that in Switzerland, the Central 
authority has no right to make a monopoly of the issue of paper- 
money, nor to make such money legal tender (39). As in the 
U.S.A. so in Switzerland, laws governing civil capacity, commer* 
cial transactions, literary and artistic property (cx)pyright), and 
bankruptcy belong to the federal sphere (G4) . 

The financial resources of the Swiss Confederation, enumerated 
in Article 42, include the yield : — (1) of the federal domain; (2) 6t 
the federal customs duties, collected at the Swiss frontiers; (3) *of 
the Posts and xuiegraphs; (4) of the Powder monopoly; (5) of half 
of the tax on exemption from military duty ; (6) of cantonal contri- 
butions. Direct taxation is still reserved, in Switzerland, as it was 
in the German Empire before the War, to the Cantons. 
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The Post-wai* Genrian Gonstitutioh leans ae much on the side 
of the Central or Federal authority as the Bismarckian Jimpire leant 
on the side of the constituent States. The Federal Government 
is now given sole authority in regard to: Foreign and Colonial 
affairs; Nationality, settlement, immigration and emigration, ex- 
tradition; Organisation of the Defence Force; Coinage, Customs 
and internal trade regulation and the Postal services, including 
Telegraphs and Telephones (Art. 6). On all matters, concerning 
public peace on which there is no need for uniform regulation, 
the Federation may legislate (9) ; while it may lay down the 
general principles for the guidance of local legislation in regard 
to subjects like the rights and duties of religious bodies, or public 
education including the Universities and scientific libraries. On 
20 specified heads, the Federation has legislative authority con- 
current with the states, e.g., civil and criminal law and leg^l , 
procedure; passports and surveillance of figures and provision for 
poor law and travellers; labour laws, insurance, protection of 
workmen, and labour bureaux; expropriation and socialisation of 
natural resources or economic undertakings; Trade, weights and 
measures, paper-money. The guiding principle, however, in 
regard to such concurrent legislation is laid down in Article 13 : 

Federal Law breaks through State Law.’’ The preceding 
Article is reminiscent of the old preponderance of State rights as 
against the Federation: — 

So long and in so far as the Federation has not exercised 
its legislative powers, the states continue free to 
legislate. This does not hold good of subjects as to 
which the Federation has sole power to legislate.” 

The financial resources, moreover, of the states have been 
drastically cut down by the Constitution of 1919: 

” The Federation may legislate as regards taxes and other 
sources of revenue, in so far as they are claimed, 
either wholly or in part, for federal purposes. When 
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claiming or other soiu'ces of revenue which 

hitherto belonged to the states, the Federation must 
have due regard to preserve the vitality of the states.” 
(Art. 8.) 

In regard to the management of the public credit, the present 
German Constitution makes a noteworthy improvement by Article 
87, which may well be copied by other countries : 

” Monies may be raised upon credit for extraordinary needs 
only, and, as a rule, only for pro<iuctive expenditure. 
A federal law alone can authorise such raising of 
monies on the assumptior, by the Federation, of 
liability by way o^ guarantee.” 

In contrast with the American and Ar^erican (?) models, the 
Federations within the British Empire, in America, Australia and 
Africa, manifest certain significant differences infer se, as we^ll as 
in comparison with the non-British models. The following sum- 
mary of the Federal and State powers will be instructive by 
itself : — 



Dominion of Canada : Founded in 1867 : Commonwealth of Australia: Founded in 1900 : Union of South Africa: Founded in 1909: 

Distribution of Powers between— Powers of— Powers of — 

The Dominion The Province The Commonwealth The States The Union The Province 
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2. THE EINA.NOJAL PROVISIONS IN FEDERAL 
CONSTITUTIONS 


The varying* magnitude of the powers ol the Federal and of 
the State or ])rovincial authority, respectively, in each case reflects 
the varying force of the urge tor union. The same is reflected 
more materially in (lie flnancial provisions of these constitutions, 
or the conventions tlial have grown up thereunder. In the oldest 
and the most consid(?iahle Federation of oiir times, the United 
States of America, the Union Government was expressly denied 
for a century and a (quarter after its creation the right to levy 
direct taxes. Tlie sixteenth Amendment of the Constitution has 
changed this state oi things since the last fitieen years; and direct 
tax-receipts now form as integial and important a part of the 
Federal Hudget in the United States as in any other country, lint 
the dread of tlie champions of the local sentiment is evident in the 
present Swiss ( ^institution, — as it wa.s lemarkable in the pre-w^ar 
German (institution, — in the rigorous refusal of direct taxation 
to the F(‘deral Goveiument. The present German Constitution 
allow\s direct taxes to the Central Government; and to that extent 
the force of the Union seems to have been intensified as the 
result of the war. Hut even in Gennany, the Reich Government 
has t O' make a rc'fiind to the States Governments of a part of these 
Direct Taxes surrendered by the latter to the former in the moment 
of dire national necessity. The subjoined comparative statements 
of the financial resources and obligations in the leading Federations 
of the world, British as w’ell as non -British, will serve to give a 
more concrete idea, of the apportionment of the financial strength 
to the obligation placed upon each authority in a Federation. 
There are certain common features, and a few distinctive marks 
which set apart one federation from another which we shall em- 
phasise a little moie later on. 
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I. The Budget of the United States of America 


Items of Reyenu ^ 


Items of Expenditure 


$ 


Customs 

606,499.983 

Internal Rev. — 


Income Tax 

2,224,992,800 

Miscellaneous 

644.421,542 

Other Receipts — 


Govt. Securities 

46,699,673 

Principal „ 

... 

Interest „ 

100,3)9,600 

Railroad „ 

89,737,959 

All other „ 

63,474,987 

Trust Fund Receipts 
(reappropriated for 

investment) 

48,476,631 

Sale of Surplus Property 

' 18,068,530 

Panama Canal Tolls, etc. 

26,768,390 

Miscellaneous Receipts 
credited direct to appro- 
priation ... 


Other miscellaneous 

188,602,962 


Total Ordinary Receipts 4,129,394,410 



$ 

Civil Establishment— 

Legislative 

19,678,325 , 

Erecutive ... 

612,198 

Dept, of S^ate 

16,497,689 

Treasury Dept. 

151,660,884 

V/a^Dept. ... 

860,808,777 

Lav/ Dipt. 

• 

318,909,096' 

Interior Dept. 

/102, 706,746 

Post Office Dept. 

189,038 

Agriculture „ 

166,287,305 

Oommerce „ 

30,939,749 

Labour „ 

9,921,644 

.Justice „ 

24,819,058 

Independent Bureau ... 

36,442,771 

Columbia District 

37,666,621 

Public Debt Charges — 

Sinking Fund 

333,628,400 

Foreign Re pay t. 

169,981,800 

Interest 

787,019,678 

Postal Deficit 

27,263,191 

Panama Canal 

8,806,346 

War Finance Corps 

... 

Shipping Board 

19,011,397 

All others ... 

719,621,361 

Total Expenditure 


charged to Ordinary 

revenue 

3,493,684,619 


N.B . — The terms Ordinary Revenue and Ordinary Expenditure are 
psed to denote that the Post Office receipts and disbursements excluded, 
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The income of the several states in the Union is derived in 
a very large proportion from a General Property Tax, charged on 
real as well as Personal Property, and serving as the basis of 
income both for the State GWernment and also for the Municipal- 
ities county governing bodies. The aggregate revenues of the 
several states in 192()-27 amounted to $2,078*530 million, and the 
aggregate expenditure to $1,930195 million. ^ 

The states, it may be observed in passing, are not all of the 
same size, population, or wealth, mfer se. Hence if we were to 
consider their per cnpita Revenue or Expenditure, we should get 
quite a disproportionate and misleading idea of the State Finance 
^ in the Union. The Constitution of 1787 took away the Customs 
duties from the states ; and though the Excise and General Property 
Tax Revenues were left, the states relied mostly on the last source 
to eke out their Budgets. In the eighteenth century, and for some 
time in the nineteenth, this tax satisfied all the requirements of a 
productive, convenient, and easy source of revenue, since properiy 
was mostly in the form of land or liouses. With the growth, 
however, of personal, moveable property, — especially in the form 
of industrial or Governmental Securities, in the ninetecmth century, 
the old attraction of the General Property Tax disappeared; and the 
states were hard put to it to devise machineiT to prevent tax- 
evasion, and discover supplementary sources of Revenue. Assess- 
ments had to be revised, standardised and made to follow definite 
rules, while the administration of the assessment department came 
gradually to be handed over to Ihe central tax authorities to prevent 
fraud, mistake, or evasion. "New taxes discovered toi supple- 
ment the state resources naturally took the form, most suitable 
to the peculiar industrial or commercial organisation and develop- 
ment of each state. Thus the Corporation Tax became a prime 
favourite with all those states in which industrial development 
permitted such a source of income. Franchise Taxes, a peculiarity 

1 Compiled from the Statesman’s Tear Book, 1928. The States include also 
Alaska, Hawaii, Porto Rico and Philippine Islands, but no figures are available 
for tjie Virginia Islands, Samoa Islands and Guam, 
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of America, and a growing source of State revenues, may, scienti- 
fically speaking, well be regarded as only a variant of the Cor- 
poration Tax. But the trend to levy Income and Inlu'ritanc e Taxes 
by the State Governinenl , beginning wiih Wisconsin in Bill, can- 
not be so lighily passed over; as it is ln)und i(> create complexities 
of double taxation and excessive burdens. 

These income taxes aie as.^esscd and (*olle(*ted under the 
direction of the central tax aulhorities and the 
proceeds are genera n'seiTed lor th(' use of the 
slaf(*; hut in Massaehussetts, "New Voik and Wis- 
consin, a distribxition is made heUxcim llu' slate and 
the localities ’’2 

The Inheritance Tax, ado]>tv d in all except ihe ihre^ slates 
of Alabama, Florida and NcMide, is unolhe/ growing sonice o( 
state revenue, usually noi shared with the heal bodies within the 
state while the Motor Vehicle Jiicense Duty is becoming rapidly 
])opular ill the siates. The ])etrol tax obtains in fortv-four states 
at var;siTi^^ lates. 

The general position of (he State Revenues and Fxjienditiue 
is w'ell indicated in the following tables compiled from tJie 
authority already named. ^ 


State ]?evenup 

Percent 

of 

State Expenditure 


1924 

Total ' 

1 

por capita., 1924 



.s^ 1 


% 

Taxes — 



Flighways 

4’3l 

General Property 



Educalioii 

3*68 

Tax 

351*60 

25 7 

Oharities, Hospitals 


vSpecial Taxes 

226*77 

16 6 

and (’orrection 

1-73 

Poll Taxes 

3 62 

0*3 

Miscellaneous 

1-26 

Business and Non- 


1 

Oenl. Govt. 

0*74 

business Licenses 

Special Assessments 

436 46 

31 8 

Development of Con- 
servation of Natural 


23 S6 

1 7 

Resources 

0’63 


2 Holcombe’s State Government tn the United States. 

3 Holcombe, op. ctt.y pp. 370 and 374, 
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State Revenue 

Percent. 

of 

State Expenditure 


1924 

Total 


per capita^ 1924 

« 




$ 


% 

B^inep, Forfeit, Es- 



Protection to Person 


cheats 

8*04 

0*6 

and Property 

0*49 

Subventions, Grants, 



Health and Sanitation 

0*23 

Donations, Pension 





Assessment 

13B-69 

9*8 

Public Service Enter- 





prises ... 

0*13 

Highway privileges 

... 

... 






Recreation 

0-04 

Rents, Interest 

fil 47 

4*0 



Earnings of General 





Dept. 

11H04 

8-3 



Earnings of Public- 





Service Enterprise, s .. 

12*67 

0-9 

'Potal 

13 10 


11 may be added Ibat some slates in Ihe Union are allowed 
subsidies by llie I'edertil (lovernmeni, as ibese slat(‘s Iheinselves 
are too poor to be able to disebarge, from Ibeir own |)iirse, tbe 
minimum, of state fiuiciions laid upon ibem. 

In Germany, tbe Federal Ibnlget consists of similar soiir(*es 
of revenue and expenditure as in tbe states.^ 

1 9 7- 2 ( Ext I iH a Irx) 


Revenue Ordinary (in Million Mks.) Expenditure 


Taxes 

6,880.0 

Payments to States and 

3,082.9 


Communes .... 

Customs 

890.0 

General Administration 

2,361.3 

Pees 

207.0 

(including defence) .. 

Mint Profits... 

190.0 

Unemployment Relief 

810.0 

Surplus of previous 


War and Civil Pensions 

1,474 8 

yearns Extraordinary 

200.0 

Internal Charges from 


Loan ... 

486.4 

War (occupation) ... 

198.2 

Railways 

605.0 

r*a 3 ^ments of Bonds and 




Reduction of Debt ... 

604.3 

Other Loans... 

690.9 




Dawes Payments 

1,778.7 

Total 

10,010.2 

Total 

10,010 2 


4 PoBt-War Germany, by K. T. Shall, 
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The chief taxes levied by the fedei’al German Republic, with 
the yield in million marks of ettch in 1925-26, include: Income Tax 
(2,1700); Tax on wealth turnover (1,6860), Tax on capital 
transactions comprising GomiJiUiy Tax, Securities Tax, Stexjk Ex- 
change Tax and Directors’ Tax (1030), Motor Vehicles (o8 (^), 
Stamp Duties on Bills (63 0), Traffic Tax (318 0), Tax on Bonds 
and Debentures (47 0), Customs (590 0), Tobacco (616-0) and 
Sugar (236-0'); Tax Sinrit Mono]>oly (153-0) and Wine Tax (80-6). 
The yield is steadily growing; hu< the tax system of Post-war 
Gernian^ cannot yet be said to have attained anything like perma- 
nence and definiteness.^ 

The resources of the stales in (xeimanv’ are, under the new 
dispensation, oven more meagre than those in the United States, 
The \Va)‘, and its legac-y of heavy re])‘irat^>ns to the ex-enemy 
nations, have so increased the Imrden on the lederul Government 
that they have taken up almost every im])OJ‘tant source of revenue 
from the constituent states, and materiaily adde»l to the ingre- 
dients of the German Tax-system. The states, being deprived 
of their mainstay in revenue — Taxes on Income and Property — 
have to be compensated by the Federal Government, and hence the 
vej*y considerable amount of expenditure by the Central authority 
in respect of ]>a/nieiits to the Stale funds. 1dn‘ total revenue of 
the constituent states in Germany from all sources amounted in 
1920-27 to 1,907-35 million marks, while the expenditure of the 
states aggregated 1,926-32 million marks. ^ 

The Swiss finaiun’al system is founded on the uttei distrust 
of the Federal authority in resiiect of direct taxation. The Federal 
Government is in charge* of the Customs revenue, which forms the 
bulk (85 per cemt) of the central income ; proceeds of the explo- 
sives monopoly which go entirely to Federal Government, and 


5 Cj. Post-War Germany, by the present author. 

6 Compiled from the Statesman’s Year-Book, 1928. The financial year seems 
vary in the different states. The figures given above being for the latest year 

ia the 1928 Statesman’s Year-Book. 
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the alcohol monopoly, which is distributed entirely among the 
cantons, on condil ion that at lt>ast one-tenth of the amount received 
by the cantons must be employed by them to the combating of 
alcoholism in its causes and effects. Exemption from military 
sen ico is purchasable in Switzerland by paying a tax or indem- 
nity to the state; but this is levied through the cantons and the 
pioceods are slian^l equally between the cantons and the Federal 
(xovernmeiit. There are cusioms duties levied by the cantons 
which must not degenerate into transit duties of any sort. The 
mainstay of the cantonal finance lies, besides direct taxation, in 
the federal subventions received by each. 

The Budget subjoined is only by way of illustration. 


The Hiulget Edimates (19SH) of the Swiss 
Confederation 


Revenue (in francs) 


Cax)ital invested 

24,097,888 

Uoneral Administration 
Depts. 

527,100 

Political 

193,060 

Interior 

1,188,960 

Justice and Police 

2,188,600 

Military 

1,692,436 

Piiianoe and Customs’ 

282,101,970 

Commerce, Industry, 
Agriculture 

1,696,996 

Post and Rlys. 

8,120,112 

Miscellaneous 

622,999 

Total 

322,230,000 


Expenditure 


1 

j Debt Charge ... 

112,762,800 

1 Cenl. Administration 
Depts. 

6,134,187 

Political 

16,664,900 

Interior 

27,046,731 

Justice and Police 

8,010,684 

Military 

84,941,864 

Finance and Customs 

21,304,229 

Commerce, Industry, 
Agriculture 

68,601,812 

Post aud Rlys. 

984,014 

Miscellaneous 

6,219,932 

Total 

331,680,000 


7 Compiled from Statesman *s Year-Book, 1928. The CuBtomB revemie for 
1926, amounted to 226,268,400 ineiuding 18,726,739 by way of tobacco duel. 
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The Budgets of the British Domiiiions Federation reflect 
similar tendencies at work, and for well-nigh the same reasons. 
The Commonwealth of Australia shows ; — 

1925-S6. 


nevonue iin sterling) 

£ 


Taxafcion— 


Customs 

27,839,889 

Exclso .M 

11,368,989 

Land Tax ... 

2,521,910 

Estates Duty 

1,411,336 

Income Tax 

858,046 

Entertainment Tax 

460,326 

War-time Profits Tax*... 

77,491 

Total ... 

64,873.005 

Public Works- 


Postal and Services 

lO.T'i 1,756 

Railways 

Others ... 

849,768 

Total ... 

11,121,524 

Other Revenues — 


Interest, etc. 

4,694,346 

Coinage 

332,014 

Defence 

130,662 

Quarantine ... 

80,663 

Territories 

41,973 

Lighthouse... 

198,363 

Pension Contribution ... 

66,781 

Net profit on Australian 
Note-issue 

1,048,062 

Miscellaneous 

816,516 

Total ... 

0,791,277 

Grand Total 

72,286,806 


Expend '"hire 

£ 


Cost of Depiis — 


Governor-General 

20,928 

Parliament ... ... 

468,419 

Prime Minister 

944,879 

Attorney-General 

185,427 

r'aouiy 

9,640,400 

Customs 

1,641,864 

Defence 

4,004,827 

P >8t- Mask' ' General 

10,651,926 

Home and Teiritories ... 

699,756 

Works and Railways ... 

1,811,098 

Health 

176,679 

Markets and Migration ... 

686,714 

Total ... 

80,841,418 

Miscellaneous — 

New Works 

816,941 

War Services ... 

30,171,860 

Interest State Loans 
A/c 

2,084,767 

Special Defence Provi- 
sion 

3,742,746 

Total ... 

44,109,488 


(Jrand Total ... 75,109,438 


8 Compiled from the Australian Year-Book, 1928. The revenue in 1926-27 
amounted, according to the Ptateeman’s Year-Book, 1928, to £78,168,286 and 
ordinary expenditure to £76,632,638, 

F, B 
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Amongst all the British Dominions, the Australian Common- 
wealth Budget is the most interesting, not only because of the 
intense activity of the State in those regions, but also because 
of the experimenis in centralisation even now taking place there. 
Under the Constitution of the Commonwealth, S. 81, all revenues 
are to be paid into a general Consolidated Revenue Fund, while 
other monies are credited to special funds. Until the end of 

1906- 7, the balance of the CoiivS^lidaied Revenue Fund, after the 
Commonwealth expenditure, was paid to the states. From 

1907- 8, until the abolition of the book-keeping provisions of the 
Constitution, the states received only three-fourths of the net 
Customs and Excuse Revenue, and the balance of the Consolidat- 
ed Revenue Fund was transferred to the Invalid and Old-age 
Pension Trust Account, and the Naval Defence Trust Account 
to provide for expenditure in subsequent years. 

At the present time, the financial relations between the 
several states and Comonwealth are governed by special conven- 
tions, the substance of which is appended below. 

Since the Commonwealth Government is levying direct as 
well as indirect taxes, the states needed funds for their own 
purposes, and they were paid since 1910 annual subsidies of £1 
5s. per capita^ with special concessions to Western Australia and 
Tasmania, for a period of ten years. This period expired on the 
80th June, 1920, but the subsidies were continued provisionally 
up to 1927, when they were abolished. 

By agreement between the states and the Commonwealth, 
economies have been effected in the tax-collecting machinery bv 
allowing the same set of officers to collect both the State and the 
Commonwealth taxes in each state. The Commonwealth also offer- 
ed, in 1927, to relieve the states of their heavy load of indebted- 
ness, agreeing to pay the interest on these debts from the 
Commonwealth f\mds, and also to make adequate provision by way 
of sinking fund. 

The subjoined table gives an idea of the States’ (Consolidat- 
ed) Revenue and Expenditure in Australia; 
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Revenue 


Taxation 

Public Works Services 

Land 

Subsidy 

Miscellaneous 


Total 


{1925-26y 


! 

Expenditure 


£ 


^ £ 

23,462,704 

Public Debt 

28,191,146 

67,286,067 

Railways & Tramways* 

39,176,762 

4,929,269 

Justice, Police & 1 risons 

4,713,986 

7,624,099 

Education 

9,678,825 

8, 127, ‘34 

Medical and Charit'es 

5,210,337 


Miscellaneous ... 

16,734,800 

101,418,247 1 

Total 

103,594,836 


Union of South Africa ^Federal FUionce)^ 192S-24 

In the Union of South Africa, where the powers of the consti- 
tuent provinces seem to be the latest considerable, the Budget of 
the Federation is as follows 


Revenue Items 

Amount 

Expenditure 

Amount 


in Million £ 


in Million £ 


1923-24 1927-28 


1923-24 1927-28 

Customs 

6*670 

7*986 

General Govt. .t# 

3*178 

8-352 

Excise 

1*946 

1*922 

Law, Order and Pro- 






tection 

6*270 

8*363 

Mining Rev 

2*109 

1*660 

1 

Higher Education, 

Science, etc. 



Licenses, Trading and 



0*366 

0'955 

Professional 

0117 

0*160 

Public Health 



Stamp Duties & Fees 

0*827 

0*870 

Medical, Lepers & 



Income Tax 

6*408 

6*622 

Mental Disorders ... 

0*786 

0‘933 

Excess Profits Tax ... 

0*027 

.. 

Lands and Agriculture 

1*672 

1*473 


9 Official Year Book, Commonweal tli of Australia, 19*28, pages 998-999. The 
state taxes, it may be added, ' include Probate and Succession Duties, Land 
Revenue and Income Tax, License Duties, Stamp Duties and Miscellaneous. 

10 The Budgets for the two years have been compiled from two different 
sources, the former from an earlier Y’ear Book of the Union, the latter from the 
Statesman’s Year Book for 1928. Hence the slightly different grouping and 
combination adopted above. 
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Revenue Items 

Amount in Mil- 

l^xpenditure 

Amount in 

lion £ 


Million £ 


1923-34 

1927-28 


1923-24 1927-28 

Bstatc^ and Succession 




4 

» 

Duty 

0'441 

0*660 

Mines and Industries 

0*380 

0*391 

Native Taxes 

0-898 

0900 

Public Works 

0 766 

0*938 

Pass Pees 

0037 

0060 

Posts, Telegraphs and 



Land Revenue 

0-173 

0*180 

Telephones 

2784 

2*981 

Forest Rev. 

0-077 

0090 

Native Affairs 

0-360 

0*840 

Rents of Govt. Pro- 



Miscellaneous 

0*129 

0*176 

perty 

0186 

0*210 




Interest 

1-068 

1*660 

Unemployment Ex- 


0-280 




penditure 

0*123 

Departmental 






Receipts 

0-681 

0*700 

Public Debt 

3*962 

4-668 

Fines and Forfeitures 

0 266 

0'260 

Total Ordinary ... 

19*720 

22*137 

Miscellaneous 

0'346 

0*306 


1924-25 

1926-27 

Postal & Telegraph & 



Subsidies to Provin- 



Telephone 

3-179 

3*679 

cial Govts. 

Interest on Capital 

4*429 

6*511 







24*262 


of Railways and 
Harbours 

4*944 

5-474 




Interest on Rlys. and 






Harbours Loan 

Capital 

4-633 

*433 





Total ... 28*886 27*433 


Prior to 1913-14, the expenditure of the Provincial Oovern- 
inent was entirely met by grants from the Federal Government, 
even as the Indian Provinces before 1870 used to receive similar 
grants from the Government of India. Since then various Finan- 
cial Relations Acts have been passed by the Union Parliament, 
defining the conditions under which subsidies are granted to the 
Provinces assigning to them certain revenues, and defining their 
powers of provincial taxation. Under Act 40 of 1925, this subsidy 
is based on the number of school pupils. Certain revenues collect- 
ed by the Union are assigned io the Provinces, and special grants 
made to the two smaller provinces. The aggregate provincial 
revenues amount to over £10 million; and the sources of provincial 
taxation comprise License fees and local dues. 
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In the Dominion of Canada, where also the ]>owers of the 
cx>nstitutional provinces are in consideration, the Biidg:et is as 
follows : — 


Revenue 

1936-27 

Customs ••• 

$ 

141,968.878 

Excise 

48,613,160 

Public Works includ- 
ing Canals 

1,-501,635 

Post Office... 

39,069,169 

War Tax Reven\ie 

166,167,434 

Various ... 

21,476,700 

Total 

398,695,776 


Expenditure 

1938 

Public Debt including 

$ 

Sinking Funds 

131.697,811 

Charges of Manage- 
ment 

917,060 

Civil Government 

11,827,027 

Administration of Jus- 
tice 

3,965,300 

Royal Canadian M >unt 
ed Police 

3,049,383 

Penitentiaries 

1,762,962 

Legislation 

3,363,106 

Agriculture 

6,440,600 

Health 

748,800 

Immigratior. & Coloni- 
sation 

3,080,000 

Pensions .. 

38,377,263 

Suporann nation 

1,471,600 

National Defence 

15,914,462 


Railways and Canals 


chargeable to income; 
Mail subsidies and 
steamship subven- 


tions 

804.676 

Ocean and River Ser- 

vice 

3,541,840 

Lighthouse and Coast 

Service ... 

2,878,120 

Scientific Institutions 

996,670 

Steamboat Inspection 

184,610 

Fisheries ... 

1,675,000 

Subsidies to Provinces 

12,616,740 

Minos and Geological 

Survey ... 

604,400 

Indians 

3,981,674 

Govt, of North-West 

Territories 

4164)00 

Govt, of Yukon Terri- 

tory 

180,000 

Public Printing and 

Stationery 

183,60() 

Dominion Lands and 

Parks 

4,080,022 


11 Ofificial Year Book : Union of South Africa, pages 764-756. 
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Revenue 

1926-27 


Expenditure 

1928 


§ 



§ 




Soldiers’ Land Settle- 
ment 

3,376,000 




Soldiers’ Civil Re-esta- 
blishment 

7,180,600 




Miscellaneous 

2,607,292 




National Revenue 

11,208,201 




Railways and Canal 
chargeable to collec- 
tion of revenue 

2,403,487 




Public Works charge- 
able to collection of 
revenue 

1,063,830 




Public Works charge- 
able to income 

13,662,878 




Post Office 

31,849,069 




Trade and Commerce 

3,904,260 




Labour 

1,404,000 




Total Consolid a t e d 
Funds ... ... 

830,647,036 




Railways & Canals 
Capital ... 

10,680,608 




Public Works Capital 

2,090,000 




Marine Department ... 

1,721,780 




Total Capital 

23,492,388 




Total 

364,039,413 




Adjustment of War 
Claims ... 

220,000 




Grand Total 

364,269,413 

Prooincial 

Ordinarn Revenues and Expenditures 

Province 


Revenue 

Expenditure 




S 

$ 

Alberta 

... 


11,912,128 

11,894,828 

British Columbia 



20,608,672 

18,230,625 

Manitoba 



10,582,637 

10,431,652 

New Brunswick 



4,206,853 

4,078,776 

Nova Beotia ... 



4,467,484 

6,969,644 

Ontario 



50,841,043 

61,261,781 

Que})ec 



27,206,336 

26,401,481 

Prince Edward Island ... 


832.662 

736,114 

Baskatchewan 

... 


13,317,398 

13,212,483 


^rotal 


143,976,001 

142,226,783 
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Provincial Governments in Canada are in the position of having^ 
mider section 118 of the British North America Act, 1867 (30 and 
31 Viet., C.3), and the British North America Act, 1907 (7 Edw. 
Vn, c.ll), a considerable assured income paid to them in subsidies 
from the Dominion Treasury. In addition, through their reten- 
tion of ownership of their lands, minerals and other natui'al re- 
sources, the provinces, which by the voluntary action of their 
previously existing government entered Confederation, raise con- 
siderable revenues through land sales, sales of timber, mining 
royalties, leases of water-powers, etc., while the prairie province 
receives from the Dominion special grants in lieu of la: d revenues. 

Further, under section 92 of the Bri^^ish North America Act, 
1867, Provincial Legislatures are given authority to impose direct 
taxation within the province for provincial purposes, and to borrow 
money on the sole credit of the province. From the commence- 
ment of the twentieth century, the Canadian public began to 
demand increased services from the Government, particularly along 
the lines of education, sanitation, public ownershiji, and operation 
of public utilities. The performance of these functions necessitated 
increased revenues, which had in the main to be raised by taxa- 
tion. Among the chief methods of taxation to be employed has been 
the taxation of corporations^ succession duties. Prominent among 
the objects of increased expenditure in this same period are educa- 
tion, public buildings, public works and enterprise and charities, 
hospitals and corrections. Provincial Government is cheaper per 
head in the laissez fa ire eastern provinces. 


3. GUIDING PRINCIPLES OF FEDERAL FINANCE 

DEDUCTED 

To this somewhat lengthy review’ of the actual conditions ol 
the federal finance in the most considerable Federations of the 
world, we might add the example of the United Socialist Sovietque 
Republic of Russia in the Ea<st, and of Braril, in the West."' But 
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they ail serve to bring out and confirm the following basic prin- 
ciples oi federal finance. * 

Federations are, in their nature, the creation of an urge to 
safeguard, among cognate peoples in close neighbourhood of one 
another, the political and material interests of the nation thus 
brought into existence. The powers and resources placed at the 
disposal of this new compound or Federal State, vary with the 
degree of this urge to unite — ^according to the nature and extent 
of the danger against which it is sought to provide by means of 
the XJnion. Whenever the Federal State is the result of a volun- 
tary compact between the constituent states for the purpose — a»s 
is but too often the case — these powers and resources are entrusted 
to the Union or Federal Government at the expense of its consti- 
tuents. This factor alone must be held to explain the variation jn^^ 
the exact shade of strength vesting in the several » federations. 
Economic considerations of national development have been exert- 
ing an ever-increasing pull in the last half century and more; so 
that the federal organisations of the later period have been framed 
with a view to assure sufficient power and rosour(;es in the uniting 
states to effect the end in view. Thus to take but one example, 
almost invariably the Customs revenue has been left in all federa- 
tions to the Central Federal authority. The motive for this arrange- 
ment may have been the dread of the combining states to' entrust 
too great and too direct (In authority over their own citizens to the 
new state. 

The vicissitudes of history and the changes of public opinion on 
the matter have wrought another change in this particular 
instance, which is all the more surprising because nobody seems 
to have yet noticed it in all its intensity. The Customs revenue 
was originally entrusted to the Federal authority, in order to 
enable the latter to have a substantia)! source of ifs own income: 
Since the latter half of the nineteenth century, however, the main 
purpose of the Customs duties seems not so much to raise an ade- 
quate revenue for the Federal Government; but rather by its 
means to accomplish an intensive industrial development of the 
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country,- without which the country would be a helpless prey^ io 
itb foreign competitors. It n^ay be that the industrial conditions 
of the several constituent states of a federation might be such as 
to beiin permanent antagonism mutually; in which case ihe power 
to manipulate the Customs revenue so as to afford the most effec- 
tive protection to the country’s induslry may cause the acutest 
party divisions among the politicians. That hitherto the finau(’ial 
history of the leading federations has not disciosed any such 
irreconcilable cleavage of interests an>ong the constituent mem- 
bers. of these countries, is evidence, not c>i there being’^no such 
difficulty in reality; hut rather of the immense leeway to be le- 
covered b> this means uliicli would trench upon no absolutely 
irreconcilable interests, if only the ( us.oin^ irriff were scientifically 
devised. 

Customs revenue, however, even wiiojj it was increasingly 
given a protectionist complexion, did not cease to be productive 
at the same time. In the most rigidly protectionist countries, the 
Customs revenue is a most handsome source of the federal revenue. 
It is supplemented in many cases by l^xciso duties on home pro- 
ducts, either for purely revenue reasons, or even for reasons of 
a social nature. In either case, the federal authority is general- 
ly considered to be the most competent to achieve the end in view, 
even if it be not left exclusively in charge of the Excise revenue. 

Where, however, either Customs or Excise revenue is, for 
whatever reasons, a decadent source, the problem of federal 
finance becomes very much complicated. Fees and fines and for- 
feitures— even in so far as they are left in charge of the Central 
authority — are never an adec|uate substitute for either of these 
sources. And if the urge of national development, and more 
active or positive Social reform remains strong and persistent 
lag ever, alternatives would have to be devised, to make up the 
deficit. Hence the incursion into direct taxation of income and 
property, which seems to be a growing feature of our age. The 
encroachment of the Central Federal Governments on these state 
sources of revenue has rendered necessary specific Federal subsi^- 
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ies to the states without which the latter cannot carry on the 
duties imposed on them. 

Two unexpected — and rather intricate — consequences of this 
development may also be noted in this connection. While the 
Federal powers of levying direct taxation are growing, the states 
have not yet surrendered all their original rights in this regard. 
If the United States Government levy since 1913, direct taxes 
on income, — ^the states likewise use the General Property Tax, 
and supplement it by a number of other similar taxes. Else- 
where, the subsidies paid by the Federation to its constituent 
states, are in intent and purjiose in compensation for the sacrifice 
by the states for their right to levy direct taxes on their own 
citizens. There thus comes into existence a margin of debatable 
ground w^here both the Federal and the State authorities may be 
simultaneously taxing the same income or property. The problem 
of avoiding Double Taxation has assumed, in recent years, inter- 
national dimensions, but, quite apart fix)m that, in almost eveiy^ 
federation this problem has an importance all its own. 

Apart from questions of taxation and tax-receipts, the 
problem of Federal finance has to consider another complication 
in the shape of the revenues from public property and enterprise. 
Public property, in the shape of the landed domain, is, in all 
new countries, a common revenue-yielding asset, but usually in 
the hands of the constituent states. Revenue is raised from land 
in a variety of w^ays. The State ownership of land is effective 
in theory, and used only for purposes of levying high Death 
duties or Land Increment Value taxes. Forest domain, similarly, 
is as a rule within the jurisdiction of the constituent states. 
Its immense possibilities for productive purposes have yet hardly 
been realised. On the other hand coa»stal and deep sea fisheries 
are a reserved subject for the Federal Government, though the 
subject is used rather for taxation than as a kind of public enter- 
prise for earning a profit for the State. Means of transportation 
and communication — railways and tramways, canals and navigable 
rivers, posts, telegraphs and telephones — also form largely part 
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of the public enterprise, mostly federal in the larger units which 
have necessarily an inter-provincial scope. The ideas, however, 
which govern the revenue from such sources are so varied and 
conflicting that we cau hardly say that they are earning assets 
invariably. Taken collectively they are ; but taking each unit 
by itself, the service expected from such units is so considerable 
and is rendered so effectually, that the idea of a pecuniary proflt 
from its operation is entirely subordinated. The gain is indirect, 
though by no means insignificant ; and both tko constituent 
states and the federation, — in each case — benefit. 

Public enterprise, — industrial, agricultural, or co’umercial, — 
has yet to be properly appreciat d as a means of procuring a 
real surplus of wealth for the State. V'^hile a tax is necessarily 
a deduction from, private wealth, confiscated for public benefit, 
the profits of public enteiT)! ise are a direct ,;ain to the community, 
— a net addition to the total wealth, whether or not it takes a 
tangible or monetary form. In fishing as in mining, in land as 
in industry, in banking as in transport, there is a handsome scope 
for such surplus ; but the existence of iirivato interests makes 
the problem complicated by the question of the rnodas operandi 
for socialisation. 

- For a Federal Government, the advisability of resorting to 
profitable enterprise cannot be overemphasised. Not only in all 
federations, as in all mo<lem countries, is the scope, of state 
activity very much enlarged, involving, in consequence, ever- 
expanding resources ; but the incessant and inevitable bickering 
between State and Federal authorities in regard to problems of 
double or overlapping taxation, make it imperative that new 
sources of Federal and State revenue be devised, which, even 
though not absolutely exclusive, would he sufficiently distinct 
and productive. Such sources, least burdensome to the citizens 
at large, are found most effectively in an extension of the Public 
Domain, — giving to each component part of a federation adequate, 
independent, equitable and economic sources of revenue. The 
dividing line between the states and the federal enterprise may 
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be found in the not very difticult test as to whether or not a given 
enterprise is fixed and local in its character — e.g., agricultural 
land or forests, or whether it is necessarily inter-provincial or 
coterminous with the Federation. The former must be assigned 
to the constituent vstates, the latter to the Federation. As a fur- 
ther guarantee against needless overlapping, the principle of 
exempting from taxation any part of the public property or 
domain of any unit at the hands of another, federal local must 
be universally adopted. 

The distinctive mark of jmblic finance is the relatively 
greater decisive importance of the expenditure side as contrasted 
with the revenue. And yet we have hitherto dealt, at dis- 
proportionate length to all appearance, with the revenue side of 
Federal finance. The explanation lies in the fact that the very 
insistence on revenue is with a view to indicate the increasing 
force of growing expenditure, both of the constituent states and 
of the federation. The old function of ])ublic defence, entrusted 
almost universally to the Federal Government, is rapidly falling 
into the second class, in comparison with the no’w developmental 
duties laid down on modcTii states by themselves. The monies 
needed for meeting with these obligations are seldom })rovided 
entirely by the (’urrent revenues. Recourse has, therefore, to 
be had to borrowing; and the interest payment on these loans, 
together wdth i)rovislon by w’ay of sinking fund, make no in- 
considerable ])roportion of the expenditure of modern federal 
states. Not all the monies obtained by modern states from 
borrowing are spent on productive objects. Social Services on 
a very considerable scale are generally met from tax-revenues, 
as the return from these services to the state or the community 
is in a form impossible to compute in terms of money. Both the 
Federation and the Combined States have such services assigned 
to them under the Constitution or by special convention. And, 
though here, too, there is no excdiisive division of functions as 
between the States and the Federation, the line of division is 
much clearer and more firmly marked than in the case of the 
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reveilues. Education in the earlier stages^ local sanitation, public 
health, relief of destitution aiv among the most considerable of 
these purely local functions ; while social and industrial insurance, 
old age pensions, unemidoyment benefit, general maintenance of 
law and order belong as a rule to the Federal Government. Eui- 
ther expansion — wlien accomplished — is distributed as between 
the component states and the Federation, according to the nature 
of the service and the requirements of its main beneficiaiies. 

Allusion has been made already to the occasion for and the 
use of public borrowing for the discharge of those functions 
which cannot be covered by the recurrent revenues. The power 
to borrow monies, on the security of the general credit of the 
State, or in rare cases of any specific assets, is too precious a 
mark of autonomy to be relinquished easil}^, even w^hen indepen- 
dent states voluntarily combine to form a federation. In all 
federations, therefore, which are the creations of a special pact, 
the use of the public credit belongs to the constituent states as 
well as to the Federal Government, — at least in theory. In 
practice, however, the* fact that the states borrow in the same 
money market as the Federation, and for subjects much less 
productive than those for which the Federation has to borrow — 
militates gravely against the constituents of the Federation, and 
even at times against the Federation itself. While, therefore, 
the power to borrow and to pledge any specific assets at the 
disposal of these states is allowed to rest with the states in 
theory, in practice arrangements have been made in more than 
one federation for the public debt of the entire federation to be 
managed by the Central authority. In India, tliough the provinces 
are theoretically free to boiTow on their own credit, in practice 
the Central Government borrows for all. This analogy obtains 
in the British Dominions. The Kuropean and American mo<lels — 
United States, Germany, Switzerland — show a continuance in 
practice of the states’ right to borrow for state development 
purposes. This additional complication 6f the rights and duties 
of local governing bodies like municipalities — as against the 
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states or provinces and the federation — ^has been deliberately 
ignored, while discussing the revenues and expenditures of the 
states and their federations — not because the complication did 
not exist, but because, if disregarded, it would not essentially 
aflect the main argument. 

Connected, by analogy as well as on account of some recent 
practices, with the foregoing, is the question of the federal cur- 
rency and of the monetary system in general Coinage and Currency 
are, — ^with the possible exception of Switzerland — a federal subject, 
including the necessary control over Banking. The connection 
between the control and manipulation of the currency (or 
monetary) system in a modern state, and over the general credit 
within that state, need not be elaborated here. When the use of 
this c!ontiol and influence is equitable as between the several 
states, or the various economic interests, no objection can be 
taken to the arrangement s. Cases, however, do occur, — ^and more 
can be imagined, — in which the central authoiity might justly be 
suspected of inequitable dealings, through its control over the 
currency and the cjredit system of the community. The remedy 
lies in such legislation, for the exenuse of this power, as would 
ensure an automatically adequate as well as equitable distribution 
among the several components of and interests in a federation. 
Any pecuniary profit deiived from this source ought to be eciuitab- 
ly shared among the Federation and its constituents. 

A word in conclusion about the general supeiwision of the 
financial administration in the Federal State, and the audit of 
its several sets of j)uhlic accounts. Federations being as a rule 
democratic structures, with well-ordained bodies of popular 
representatives, we need not dwell at length upon the budgetary 
fonns and procedure, intended to inculcate economy and enforce 
responsibility upon those charged with the actual administration. 
But the fact must be noted that the mere volume of the work 
commonly coming before the representative legislatures of modern 
federations prevents its exercising its powers of effective super- 
vision over administration in details. The personnel of legislature 
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is seldom, such as to provide the knowledge, energy and acumen 
necessary for the effectual exeicise of this power. In the case of 
the individual states, the volume of the work before the legisla- 
ture is limited; but wb ether because of the better talents of all 
the provinces being attracted by the more extensive scope of the 
federal legislature, or for any other reason, the fact remains that 
in many cases the supervision over the financial administration 
of the constituent states is only nominal. The power of the 
legislature, however, cannot and must not be taken away. But, 
in the best interests of public economy, it would perhaps not be 
unwise to have an independent audit of the public accounts in 
each state, over and alxove the audit arrangements of the state 
itself. The outside audit, preferably by federal officers, and 
under a common code of audit regulations, would not oiil^ provide 
a valuable impartial check by a. (ompeteiu body; it will secure 
that tallying of the outlays made with benefit gained or service 
received, which generally escapes the eye of the local or depart- 
mental auditor. 

The problem oi public finance has here been treated, strict- 
ly apart from the case of India, and only so as to ascertain from 
actual experience the salient features and guiding principles. 
The problem in India will have to be solved in the light of these. 
But India has her own peculiarities, not only because of the history 
and tradition which have brought about the existing position as 
between the British provinces and the Indian Government, but 
also because of the existence of the Indian States. These lafter 
are neither equal among themselves, nor comparable with the 
British provinces as units of a common federation. Their consti- 
tution is different, and their relations with the rest of India are 
governed by Treaties and engagements of an infinite variety. 
And yet they are integral parts of the country. No solution of 
the problem of Indian Finance could be satisfactory which ignores 
these peculiarities, or fails to harmonise them all in a consistent 
whole. 
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1. PEINCIPLES OF 1.0CAL FINANCE 

Selig^man has drawn j)ointod attention to the two regulating 
prineiples of public income, viz,, payment of taxes according to 
ability, and payment of taxes in proportion to benefit received or 
cost incurred. He has also defined the proper spherevs of the two 
principles in the general plan of public finance. He says, while 
the obligation of the citizen to (contribute to the general burdens 
sliould be regulated by the principle of faculty or ability, it is 
eminently proper that, in the case of the local bodies more atten- 
tion should bo paid to the principle of benefit. The canons 
enunciated by Seliginan no doubt point to the solution of the 
fundamental problem of the relations between the central and 
subordinate branches of (Jovernment, viz., how the burdens of 
finance and administration can be l>est apportioned among the 
various spheres of Government. But the principles are only of 
limited application, because betwecm services rendered by the 
local authorities the direct benefit of which can be individual- 
ised and measurcnl, e.g., gas and water supply, and services of 
national importance rendered by the central administration the ^ 
benefits of which cannot be localised and the payments for whipb 

1 Vide Seligrnan, Esnays in Taxation, page 478. 
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muat come from the iiational revenues collected in accordance 
with the principle of ability to pay, e.g., security and justice, 
there are very many cases of local as well as national expenditure 
in which faculty and bem^fit, general interest and special advantage 
are mixed in dift'erent pi’oportions and so intermingled that a simple 
and uniform inatln'inatical expression of the relation cannot be 
struck. An analysis of the European system of local finance yields 
three categories of local income : (1) Coiiiiibutionii compulsorily 
obtained from persons of property who derive special benefit 
from the fniblic outlay as the construction of a hight\ay or a rail- 
road; (2) Fees or payments made by particular individuals who 
derive particular advantages from il o expenditure of local authori- 
ties as, for examide, market toll^-, slaughter-house dues, water- 
supply charges; and (3) Taxes, direct or indiiect, real and personal, 
levied principally for the performance in the localities of services 
of national interest arid importance. The three sources of local 
income are set forth in the order of the stress laid upon them by 
European i)ractice. It will be seen that taxation comes last and 
is resorted to when tlie other luethods are tried and found in- 
sufficient. Even if, as is usual, taxation is necessary, a distinc- 
tion is made between the various alteinatives offered. Thus the 
Prussian law of 1893 instructs the authority to levy the taxes 
first of all on land and building, then on trade on the principle 
of direct benefit and lastly on income as the measure of general 
ability. 

The English local authorities on the other hand depend al- 
most entirely on the rates, i.e., charges levied on the annual rental 
value of all kinds nf immovable property. And what is even more 
characteristic of England, all the local authorities — counties, 
county boroughs, rural and urban councils, the Poor Law 
Authorities — practically get their revenue by the method of the 
rates.2 Says Cannan, ‘‘ Almost all the money raised by English 

2 Vide Wright and Hobhouse, Local Government and Local Taxation in 
Fngland and Wales, page 177. 

F. 5 
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local taxation at present is raised either by means of the poor rate 
or by means of other rates, which, though they have names of 
their own, are in reality nothing but additions to the poor rate.’*^ 
The pressure on the rates, however, is relieved in great part by the 
grants-in-aid of local expenditure and under the Oliurohillian 
finance the whole machinery of rates and grants is being over- 
hauled, so that the pressure on these two main sources of 
local income will be more or less equalised and equitably 
distributed. 

In India, due primarily to historical conditions and politicai 
circumstances, pouer was concentrated in the hands of the Central 
Government and the local bodies became what the Seal Keport on 
Mysore Constitutional Reforms says, “ the paralytic lower limbs 
of the adminisi ration/^ A reaction has now set in in the opposite 
direction and there is a devolution of powers from the centre to 
the circumference, from the larger to the lesser units. Thus in 
the rural trac’ts of India, the first unit to be created in the pro- 
cess of devolution was the district board. But the unit was un- 
wieldy and failed to generate a real spirit of local administration 
which caters to the needs of all parts of the unit irrespective of 
distance from the headquarters or of importance to the district 
exchequer. Some of tlie power and resources of the district boards 
were thus transferred to taluk boards which in their turn produced 
their own difiiculty. On the one hand they suffered from inade- 
quate funds and insufficient work and on the other they did not 
reach down to the real foundation of Indian body politic, viz., 
the village. During the last few years Panchayet Acts have been 
passed in the Punjab, the United Provinces, Central Provinces, 
Bengal, Bombay, Madras and Mysore. The Village Panchayets 
have been g^iven certain powers of taxation, entrusted with cer- 
tain duties connected with rural welfare and in some provinces 
are endowed with jurisdiction in petty civil and criminal 
cases. 

3 Cannan, History of Local Bates, page 2. 
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The devolution of power from the Central Government to 
the reg'ional authority and thence to the village body has no-t 
been accompanied by a systematic adjustment of the fiscal rela- 
tions and a proper disvtibuiion of the fiscal powers between the 
various jurisdictions. Hence the ta^cation of land still persists 
in being not local but provincial, grants from the State Treasury 
assigned to local authority scarcely make any impression on local 
finance, and additions to State Income Tax by which a large pro- 
portion of revenue is obtained by the French and German local 
bodies are under the present conditions of the incomo-tax: in India 
hardly a matter of practical politic^. In other words the prin- 
ciples of ability and benefit are rot so clearly marked off in the 
operations of national and local finance as may be demanded 
from the point of view of the efficiency of the services and equity 
in the distribution of the burdens. 


2 . FUNCTIONS AND DUTIES OF THE PANCHAYETS 


The Village Panchayets, rural republics as Sir Thomas 
Munro called them, Avere a conspicuous feature of India before the 
advent of the British. They enjoyed more or less complete auto- 
nomy and administered the affairs of the village with efficiency. 
The village communities contained within themselves all the ele- 
ments of a Stale and while kings fought and died, empires waxed 
and waned, the village life continued along much the same lines 
generation after generation. The amazing vitality and cohesive 
power of the villages stood out in marked contrast in a country swept 
over as it was by invasions and torn by internecine warfare. As 
recently as 1830, Sir Charles Matcalf wrote of the village com- 
munities, little republics, having neaily everything they want 
s- within themselves and almost independent of outside reilations. 
They seem to last w^here nothing else lasts. Under the British 
rule, with its uniformity and centralisation in civil and criminal 
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justice, in revenue administration, communications, and police 
org^unisation, the villag*e lost its integ‘rity as well as its autonomy 
and sank to the position of a unit of administration for revenue 
purposes. The Hritisli Crovjeiriiment' once it had fully established 
the machinery of cential administraiion cast about for an instru- 
ment of local administraiion and found it in the survival of the 
Villa|?e Paneliaypts. In his historic despatch on the Reforms in 
1908 Tiord Morley dealing: specifically with the question of Vil- 
lage Panchayets observed, that the village in India, generally, is 
the fundamental and indestructible unit of tlie social system, sur- 
viving the downfall of dynasty after dynasty. He desired the 
Government of India to consider the best way of carrying out the 
policy that would make the village a starting* point of public life. 
The Decentralisation Commission of 1909 urged strongdy the de- 
sirability of the Village Panchayets for the administration of 
local affairs. To quote from their ReiK)rt, “ We are of opinion that 
the foundation of any stable edifice whidi shall associate the 
people with adminisi ration must he the village, as being an area 
of greater antiquity than administrative creations, such as tahsils, 
and one in which the people are known to one aiiollier and have 
interests whieh (*onverge on definile and well-recognised objects 
like water-supply and drainage. It is i)robablo indeed that the 
scant effort hitherto made to introduce a system of rural self- 
government is largely due to the fact that we have not built up 
from the bottom. 

That there should be a local authority in every village to 
look after the group of serv*ices which are l>est administered by a 
body representative of, and responsible to, the inhabitants is a 
self-evident proposition. In Europe every commune has its com- 
munal council and in England every parish has its parish meet- 
ing. In fact no State can function properly unless it can depend 
on an organ of Local Government for the administration of those 


4 Vide Keport of the Hoyal Commission on Decentralisation, paragraph 699. 
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of its services whicli can be most efficiently provided by authorities 
on the spot. The Panohayet will do for the Local Government in 
India what the commune and the parivsh do for the Local Govern- 
ment in English coun^'es. The new: Panchayet will differ from 
the old pattern in so far as modern conditions of life differ from 
those of old. For instance, the sanctions by which the Panchayets 
and its committees compelled obedience, were largely religious 
and social. Tliese sanctions are now largely broken down under 
the reign of law which is no respecter of castes and customs. In- 
dividualism has penetrated the life of the iiiral society and it has 
become difficult to mobilise the village people for common action 
to vsccure common w^elfare. The prv)blem ihorefore is to revive 
the Panchayet not in its pristine simplicity and with its religious 
sanction, but to reform and reconstruct it- to suit the changing 
conditions of rural life and ihe temper of the times. What is 
really needed is the establishment of an autnority in each village 
constituted in accordance wdrli the principles and practice of 
modern demorracy and e(juipped with legal functions for enforc- 
ing its will in inalters affecting the w’elfare of the rural 
comnimiiiy. In a country like India where the nation 
lives in villages, village building is a ffiiic qua non of 
nation building. 

As one scans the Panchayet Acts of the various ])rovinces one 
gets the ini])ression that to the powers and duties, functions and 
responsibilii ies of tlie village bodies there is no end. A large 
number of the duties are .s])ecifically mentioned in the Acts, while 
power is given to the Panchayets to add to them wdth the consent 
of the higher authority, and powder is also given to the higher 
authorities to transfer some of thoii* responsibilities and delegate 
some of their fuTudions to the Panchayets. The duties and 
responsibilities of the village bodies in the various provinces are 
similar. They include ihe preservation and improvement of 
public health, sanilation, conservancy and the prevention and 
abatement of nuisances, the supply of water for domestic use, 
the cleansing of the public places in the village such as drains^ 
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tanks, wells and roads, the control of grazing" lands, the manage- 
ment and maintenance of cattle pounds, construction, maintenance 
and repair of minor roads, drains and bridges, lighting of the 
village, the maintenance and regulation of the use of public 
buildings vested in the Panchayets, and the supervision of the 
village school. In addition to this formidable list of duties a 
Panchuyet may iimleitake other works of public utility calculated 
to promoio ihe safety, health, comfort or convenience of the 
villagers while the Local Government or the Jjocal Board may 
authorise any Panchayet by a general or special order to exercise 
any functions and perform any duties other than those already 
specified. 

In no Panchayet Act are the duties and functions of the 
villag‘e bodies set forth with such fulness and precision as in the 
Mysore Act. The duties of the Panchayets are divided into three 
categories. In the first place there are obligatory duties, twelve 
in number, costly to discharge and severe in their incidence. 
Secondly, there are discietionary duties snch as provision of 
facilities for travellers, relief of the pooi* and the sick, control of 
cattle-stands and grazing giounds and the development of educa- 
tion, agriculture, co-operation, the rii3*al industries and trade, 
duties which wull entail considerable outlay and may involve the 
Paneliayet in commitments far beyond their resources. In the 
third i)lace there are delegated duties, that is to say, duties 
transferred to the Panchayets by the Government. They include 
management and prohibition of village forests, discharge of the 
function under the Tank Panchayet Regulation of 1911, main- 
tenance and control of institutions and works, supervision in 
village s(‘hools and management of minor Muzrai institutions. 
The Panchayet has also power to lay out new roads, constimct new 
buildings and improve watorw^ays, and construct, repair and 
cleanse tanks. These again are functions wdiich will tax the 
resources of the most prosperous village Panchayets and when 
undertaken light-heartedly may threaten the equilibrium of the 
Panchayet Budget. 
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3. FINANCIAL llESOUHCES AND TAXING POWERS 
OF THE PANCHAYETS 

The Panchayets in Mysore as wall as elsewhere are charged 
with heavy responsibilities, some of which are obligatory and 
others optional. The Provincial Governments have also endowed 
the village bodies with vast powers and potentialities. Thie 
question naturally arises wdiether the tincncial resources placjed 
at the disposal of ihe Paiichayds are adequate and commensurate 
with a proper discharge of the duties and responsibiUtias. For 
an answer to the question, one has to go to the Panchayet Acts 
and examine tlie heads of tax and non-tax revenue assigned to or 
available to the village bodies and estimate the prodiiclivity of 
all the items of levenue. Tlie non-tax r''venue includes items 
like contributiom: from Local Boards and Provincial Government, 
receipts from communal income, e.g., sale of cattle droppings and 
tea produce ard velal grass, fines levied by Magistrates and 
Panchayet courts, voluntary labour contribution such as that 
required for the removal of prickly pear, construction of schools 
and repair to roads and donation from private persons. As 
regards taxation powers, the Acts do not proceed on a common 
plan. The Bombay Act makes it obligatory for the Panchayet 
to levy a house-tax and also endows them with powers of additional 
taxation on owners and occupiers of houses or lands within the 
village and further empowers them to impose an octroi. In Madras 
option is given to the Panchayets to choose any tax or taxes out 
of many which are specified. Discretion is also given to them 
to submit proposals for any other tax or fee which it may find 
to be convenient or suitable to the village community for the 
approval of the Local Government. The Bengal Act compels the 
Union Board to impose yearly on the bwners or occupiers of 
dwellings within the Union a rate amounting to a sum required 
to meet the expenses of the Board in carrying out all the purposes 
of the Act. The rate should be an assessment according to the 



V. L. d' SOUZA 


circumstances and property within the Union of the persons, 
provided that the amount assessed upon any person in any one 
year shall not he more than Es. 84. The Panchayet Act of Mysore 
lays down that every Panchayet shall levy a tax on all houses, 
shops or places of trade or business, vacant sites, hittals and carts 
in the village or villages within its jurisdiction, subject to a 
maxinuini to be prescril>ed by the Government. The Act also 
empoweis the Pauchayets to levy with the sanction of the 
Government any tax, cess, rate, license or fee for the discharge of 
any of the duties imposed upon it, provided that the payment of the 
charge can be commuted into a contribution of labour not 
exceeding 18 days at the option of the person concenied. 

A controversy has 2 *aged round the question whether the 
pow’ers of taxation conferred on the Panchayets should be 
permissive or obligatory. The Madras Act gives the option to the 
Panchayeis to choose any tax or taxes out of many Avhich are 
specified. The list is illustrative rather than exhaustive, for the 
A(‘i allows a Panchayet to submit j)ropo8als for any tax in 
addition to those specified for the approval of the Government, 
who may sanction its levy in the village. The Bombay Act on 
the other hand lays down that, in every village a house tax shall 
be levied, and that a Panchayet may in addition levy any tax 
upon the owners or occupiers of houses or lands within the limits 
of the village. The Mysore Act follows the example of Bombay 
and compels every Panchayet to levy a tax on all houses, shops, 
places of trade and business, vacant sites, hittals and carts subject 
to the maximum prescribed by the Government. The Act further 
empowers the Panchayet to levy with the previous sanction of 
the Government any other tax provided that the tax-payer is given 
the choice to commute the payment into a contribution of labour 
not exceeding 18 days. Thus the practice differs from province 
to province. The advocates of permissive taxation take their 
stand on the recommendation of the Decentralisation Commission 
which was embodied in a Eesolution by the Government of Lord 
Hardinge and finally endorsed by Mr. Montagu and Lord 
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Chelmsford in their Report on Indian Constitutional Reforms. Jo 
quote from Tj<jid Hardinp^e’s despateh, “ Powers of permissive 
taxation may be conferred on Panchayets, where desired, subject 
to the control of the Viocal Government or Administration, but 
the development of the Panchayet system should not be prejudiced 
by an excessive as'^.ociation with taxation/^ The general argument 
for optional taxation proceeds on the assumption that the success 
of the Pan(‘hayet is imperilled by the compulsory levy of a house 
tax. Self-government in the provin(‘e as well as ia the village 
no doubt connotes self-taxation, but it does not mean that self- 
government. involves the obligation of raising taxaUon by a 
particular mode. That the Pamhayets ^‘un be worked with a 
large measure of success on the princi])le of optional taxation is 
borne out by the experience of Madras. The Registrar-General 
of Panchayets in his Report for 102t)-2T whites, “ There is little 
to be added to the statements made in my last review as regards 
the levy of taxes and fees in Paucha^ret areas. Each additional 
year of experience in the work I am in charge of has only served 
to fortify the faith that 1 have in the readiness of our people in 
the rural areas to incur reasonable sacrifice if it is needed for 
subserving the common welfare and to furnish fresh evidence in 
support of my conviction stated in my review for 1924-26, namely, 
that it is not difficult to persuade villagers to tax themselves, 
provided it is made clear to them — (a) tliat the money raised will 
be spent in the village; (b) that they will be left free to choose 
the fonn and rate of taxation subject to reasonable control; and 
(c) that they will not he called upon to pay out of such taxes for 
services which the Government or the Local Boards are now bound 
to find money for.’’^ But the Panchayet scheme is worked in a 
relatively small number of villages in Madras, those in which 
its success could he more easily anticipated, and the testimony of 
the Registrar-General may not aijply to a province where the 


5 Vide Annual Review of tjje Working of the Panchayets in Madras, 199647| 
Sec. 89. 
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Pancliayet system is applied to every villag'e without exception. 
The Bombay Oommiitee appoinied in 1926 io examine the question 
of the future of the Villao^e I’anchayets derided that the house-tax 
should be iin]X)sed by all Panchayets.^ Compulsory taxation has 
many points in its favour. The statu toiy obligation helps the 
villages in the sense that as soon as they raise certain funds they 
will be free to take some responsibility upon themselves. Where 
no tax is collected, it is unlikely they will interest themselves in 
the village affairs. At the same time they establish a claim that 
any contributions received from the Government or oilier agencies 
for their benefit should be made over to them for expenditure. 
The villagers must realise that if Ihey want any help from Govern- 
ment they must first help themselves and they must show that 
they are prepared to tax themselves to some extent before they 
can expect the Government to come to their help and supplement 
their collections by further grants. Besides, when any village is 
organised into a Panchayet, taxation assumes an obligatory aspect, 
for the knowledge that a neighbouring Pan(‘hayet has imposed no 
taxation acts as a deterrent for the levy of taxes irrespective of 
the benefits that might ultimately flow from the expenditure of 
the tax funds. 7 Compulsory taxation has achieved success in the 
Mysore State when the Panchayet Act came into operation only 
in February, 1927, e.g. , all the 1,405 villages in the Bangalore 
district and a majority of the villages in the remaining districts 
took action to levy the obligatory taxes. The principle of 
legislative determination of subjects of local taxation is one 
familiar to European countries. To prevent local parsimony and 
to achieve and maintain an effective and uniform service in 
matters of general interest it is the common practice to declare 
certain chargers as “ obligatory,’^ and to insist on their being 
incurred by the superior authority. The determination of a 
maximum, e.g., Bs. 10 per house in Mysore and Rs. 20 per house 


6 Beport of the Bombay Committee on the Working: of the Panchayets, page 3, 

7 Mysore Legislative Conncil Debates. 8ept,, J925, pp. 227 ^247, 
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iu Bombay, is also a well-worn principle at local finance and one 
almost univei'sally adopted on the Continent for the control of 
local taxation. Just as to (*heck parsimony the legislature oompe^ls 
the local authority to levy certain taxes, so also to check any 
possible extravagance, it lays down a maximum amount for certain 
kinds ot hx.'ul taxation beyond which the local authority may not 
go. 8 

A subject that has evoked considevable controversy is the 
power given to higher authorities, to impose additional taxation 
whenever they think that the regular income of the local authority 
falls below what is necessary for the proper discharge of obligatory 
duties. The advocates oi complete autonomy see in this measure 
an attempt to hamper the discretion of the Panchayets and 
restrict their freedom. They are net a rare that an important 
principle of local administration is involved in it. A National 
Minimum of adequacy anl efficiency in local services is indispens- 
able iu the national interest. Society as a whole cannot afford 
to let the inhabitanis of Little Palhalli or Little Pedlington to 
suffer from the consequences of their parsimony, such as small- 
pox, cholera and plague, because those consequences spread over 
the neighbouring villages, affect everyone who has intercourse with 
them and may even threaten the welfare of the community as a 
whole. Complete local autonomy may not be compatible with 
national well-being and may not secure for every village and 
commune tlie National Minimum. Hence the Central Government 
is forced to interfere whenever it thinks that the local authority 
does not raise funds enough to finance the duties which are imposed 
upon it. A recogriised method of the interference in Continental 
Europe is the compulsory submission of the annual budget to 
higher authorities and the budget becomes executory only after 
approval by the supervispry authority which makes sure that 
proper provision is made for obligatory expenditure. Similarly 
in the English Education Act of 1870 power was reserved to 


6 Grice, National and Local Finance, pp. 119 and 190. 
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increase the rates whenever a local authority did not raise sufficient 
funds for the education of the children in its charge. The local 
unit is protected from the arbitrary exercise of the power to 
interfere by means of various provisions. Thus the Deputy 
Commissioner in the case of Mysore and the District Board^in 
the case of Bombay, though they may call upon the Panthayets 
to take steps within six months to increase its income to such a 
figure UvS it considers necessary, can in no circumstances require 
the house-tax to be increased beyond the maximum rate prescribed 
by the Government. Further, any Panchayet may appeal to 
Government against the enhancement of its income and no action 
shall be taken to efiect such enhancement until the appeal has 
been decided.^ 

The Panchayet Acts of Madras and Mysore allow the village 
authorities to impose specific taxes for specific purposes. The 
Mysore Act stipulates that a Panchayet apart from the obligatory 
tax may also levy with the previous sanction of the Government 
any tax, rate or fee for the discharge of any of the duties imposed 
upon it. The Mysore Scheme is still in its infancy, having* come 
into force from Ist February, 1927. Tlie Panchayets, therefore, 
have not had time to examine or tap the various resources open 
to them. In Madras, on the other hand, the Report of the 
Registrar-General of 1927-1928 testifies to the activity of 
Panchayets in the levy of special taxes for particular purposes. 
Thus 71 Panchayets levy taxes for financing the removal of prickly 
pear. The work of constructing, repairing and improving the 
village communications has been financed out of general resources 
in some cases and by means of special taxes in others. Taxes for 
financing the construction of school buildings were sanctioned in 
29 cases. When the clearance and removal of silt from the beds 
of tanks entailed heavy cost, special taxes were levied for 
it. Similarly the Kudimaramat obligation has been enforced by 
means of a tax in money or in kind at so much per acre, with the 


5 Vide Mysore Legislative Council Debates, February, 1926, pages 268—278. 
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proviso added that, if labour is supplied of such quantity and at 
such time as the Pancha^^et may require, the tax shall not be 
collected. Several Paiichayets have employed Niranikkams or 
, Niwanties for regulatin<r the distribution of water from the tank 
andnremunerated them either out of taxes specially levied for the 
purpose or by means of Meras at harvest time according to custom. 
A review of the existing taxes by the Panchayets whether for 
general or specific purposes sho-Avs that the tax scheme of the village 
bodies is fairly comprehensive and "'overs a wide range of subjects. 
The taxes so far imposed iu the provinces have been thus classified 
in the Report o^ the Indian Taxation Enquiry Committee: — 

“ (a) A liouse-tax bast d on — 

(1) capital value, 

(2) nature of structure (terraced, tiled or thatched), 

(3) linear dimensions, and 

(4) annual rental value. 

(h) Taxes on professions based on — 

(1) class of business, such as money-lenders, petty 

traders, tanners, renters of toddy shops; 

(2) the income of the individuals; and 

(3) the value or quantity of articles sold in the 

case of tradesmen, as, for instance, a charge 
on each gallon of liquor sold, or per cart- 
load of rice or paddy sold by the grain 
merchant. 

(o) Fees for the occupation of cattle-stands, threshing-floor, 
village-sites, cart-stands, markets, market-sites, 
slaughter-houses, choultries, chattrams, travellers^ 
rest-houses. 
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{d) License fees on tea-houses, coffee shops, refreshment 
rooms, brick kilns, oil mills, hides or skin depots, 
and travelling* shows. 

(e) Fees which are in the nature of an octroi or im'jjort 
duty, as, for instance, small chai’ges on grain ex- 
ported or articles imported into the village, the unit 
of assessment usually being a cart-load. 

(/) A light poll-tax for general or specific puiposes and 
sometimes graduated according to the income of the 
family as, for instance, a tax per family per month 
to meet the cost of watching the drinking water 
tank. 

(fj) A tax on land on acreage basis for specific purposes, 
such as clearing channels. 

(h) Special fees for each house for specific pur{)oses, such 
as scavenging. 

The list is certainly formidable and is calculated to impress 
one with the possible range of Panchayet taxation. What is 
really imiK>rtant is not the number of taxes or the number ol 
sources which can be tapped by the village authorities but the yield 
of ilie taxes and the productivity of the sources of revenue. 
J^udged by this criterion Panchayet finance, in the main, is in an 
unsatisfactory condition. The annual reports of the working of 
the Panchayets lay stress on the fact that the resources of tke 
village bodies are inadequate for the services which they have 
to perform. Water-supply, sanitation, communications, medical 
relief and education constitute the irreducible minimum of the 
duties and responsibilities of any village authorities, while the 
finances that they can raise through taxes and fees, licenses and 
fines, along with its communal income and communal labour, fall 
short of their budgetary requirements. The example of Mysore 
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will serve to illustrate the inadequacy of villag^e fiuancei*® The 
prevailing type of village in the Mysore State consists of about 
200 inhabitants living in 40 to 50 houses. The revenue of the 
village will be made up of the house-tax, the tax on carts, the 
tax on shops, hittals and vacant sites, all of which are compulsory 
levies. A Panchayet may also levy additional taxes, receive grants 
from the District lioard and (Government and mobilise village 
labour for communal work. The actual collection however is not 
likely to exceed Es. 300. For very few houses will he worth 
more than Rs. 200 and therefore the bulk of the houses will pay 
at the rate of about Rs. 2 each, though the rates 'vary from As. 8 
to Rs. 10. Very few carts would be liable vo pay the tax becaiue 
il^iciftnnot be levied on carts belonging t ) persons whose sole occupa- 
tion is agiiculture. The t^ax on shops, h«ttal’ and vacant sites 
will not make any material contribution to the Panchayet fund. 
The Government grant of Rs. 1*30 lakhs for rural reconstruction 
and Rs. -50 lakh for drinking-water w^ells in 1927 hardly makes 
any impression on the 10,050 villages of the State. The yield 
from all these sources may be estimated at Rs. 300. 

On the side of expenditure account must he taken of the 
minimum services that the Panchayet has to provide, viz., roads, 
wells, sanitation, lighting and medical relief. The cost of main- 
taining the roads may be put at Rs. 55. The wells will include 
an outlay ol Es. 35 a year, required to meet the capital cost and 
depreciation charges. The sanitary arrangements which include 
the provision of drains and the wages of a sweeper will absorb 
Bs. 140 a year. Lighting would cost Rs. 90. Medical reli^ 
would require Rs. 130. Thus the total expenditure comes to about 
Be. 450, leaving a deficit of Rs. 150 annually for every village* 
The figures are not intended to convey the impression that thtf 
Panchayet budgets do not balance. They only show that a Pancba^ 
yet which wishes to cany out the minimum functions that are 
required of it has not got sufficient resources at its dispoaL 

10 For a detailed estimate of the revenue and expenditure of a typical 
chayeti, vide Keport on Taxation in Mysore, pages 140, 141, 149, 
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4- SUGGESTIONS FOE IMPEOVEMENT OF PANOHAZET 

REVENUE 

Several siiggesiions have been made to fill the gap hetweeji 
income and expenditure and generally to add to the resources 
of the Panchayets, e.fj.y division of the proceeds of land revenue, 
local taxation of land, utilisation of the land-cess by the PanoKh- 
yet, conservation of communal income, mobilisation of communal 
labour, assignment of certain heads of central revenue and graijts- 
in-aid of local expenditure. The fiscal value of these suggestions 
may be assessed and their financial iinjilications examined. 

Resolutions have been passed at various Panchayet Conferences 
of the Madras J ‘residency that a portion of land revenue, say, 
or two annas^ should be set aside for the use of the Panchayeits, 
They have evoked little response from the Provincial Gbvernment. 
The proposal would mean payment to the villages of 40 to 80 
lakhs out of the land revenue collections. In the present state 
of the finances it is practically impossible to earmark such a large 
sum for undecided purposes. Moreover, villages with a large land 
revenue and a small population would ge{ more than they really 
require for the discharge of all their administrative responsibilitieg, 
while the poorer villages with a denser population would be con- 
demned to jiractical inactivity; The distribution therefore of the 
proceeds of the land revenue among the villages would be unequal, 
the richer villages getting more and the poorer villages getting 
less. The proposal represents no improvement over the 
existing arrangements whereby the Panchayets which are prepared 
to help themselves receive grant s-in-aid of their expenditure on 
communications, water-supply and education. Moreover, the 
suggestion to make over a part of the proceeds of land revenue 
is open to the general objections against the method of division of 
proceeds of any head of revenue between central and subordinate 
authorities. There is no guarantee that the share of the local 
body will be wisely spent. The Central Government can exercise 
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no .checic over the expenditure of the moneys allotted to the sub-* 
ordinate bodies. Further, sharing of the proceeds may lead to 
unequal distribution of the revenue, for the capacity of the district 
to contribute, and not the need of the district to spend, will 
determine its share of the proceeds. 

It is also suggested that the land-reveirue should be made 
entirely a local charge instead of being a provincial receipt. There 
is a tendency all over the civilized world to make over the land- 
revenue or the land-tax to local bodies. In Austria the land-tax 
has become entirely a local tax. In Prussia the tax on land for 
local purposes is twice the tax levied for central puijxjses. In 
England the principal tax on land is the lo^iai rate. The argument 
that taxation of real estate should be localised is based on sound 
-principle, because the fruits of local finaoi^'e accrue primarily to 
the area from which the revenue is drawn, and the Wx-payer thus 
gets a measurable return for the public burdens that he is called 
upon to bear. The Todhuntj’' Committee have recommended that, 
in conformity with the now familiar and established principle that 
1*681 property forms the chief support of local finance, the land 
assessment for provincial purposes should be standardised at a 
level lower than the existing rates, viz., 25 per cent of the annual 
v^lue. In the opinion of the Committee, the further taxation of 
land should be by local bodies for local purposes. The Committee 
suggest a maximum for the ordinary rates of about 25 per cent 
of the sum taken as land revenue. There would be of course no 
objection to the imposition of additional special and temporary 
rate for specific local pui^poses.^^ 

A suggestion is frequently made at Panchayet Conferences 
that local cesses being locally levied should be utilised by the 
smallest unit of the administration. The practice of levying 
cesses or surcharges on the land revenue is of very long standing 
in India. At one time they were levied principally for imperial 
purposes, the famine fund or for provincial purposes, e.^., 

It Vide Report of the Indian Taxation Enquiry Committee, pp. 87-88, 
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payiii6iit of village offices. In recent years there has been a trans* 
ference of the funds to regional bodies and also a tendency to 
add specific cesses to specific purposes like the railway cess and 
the education cess. In Mysore the resources of District Boards 
are greatly augmented by the levy of such cesses. They get an 
assigned share, 75 per cent, of the land cess, other cesses that 
must be imposed like the education cess and may be imposed like 
the railway cess and the special cess. The Village Panchayets 
hard put to it to find moneys for their expenditure, have been 
demanding a share of the cess collections which now go almost 
entirely to the District Boards. This demand is not likely to be 
granted, for the District Boards which are themselves in straitened 
circumstances are loth to part with any fraction of their revenues. 
However, in any redistribution of the resources betw^een the Pro- 
vincial Authority, District Board and Village Panchayets a special 
provision may be made for the utilisation of the local cess for the 
local purposes. The levy of an additional impost on a central 
head of revenue to replenish the coffers of subsidiary organs of 
Government is well-grounded in principle. It has become a com- 
mon feature of local finance in European countries. Thus, in France, 
the departments obtain over one-half of their ordinary revenues, 
and the communes obtain over one-fourth of their ordinary receipts 
by the simple process of adding hundreds, centimes, to the amount 
of the principal tax which goes to the central authority. Similarly 
the zuschlage of the Prussian commune is simply a surtax on the 
State income-tax. Bui the scope of the zuschlage is much wider 
than that of the State income-tax, because the latter includes only 
incomes over 900 Marks but the communes may subject to their 
additional percentages all incomes commencing from 420 Marks. 

The Registrars of Panchayets in the Annual Report lay stress 
on the importance of the communal income which has to be 
garnered from all the sources available by custom or concession 
in the village. Oattle-dropping in public places, velal grass in 
tank beds, the right to gather babul pods or the leavings in the 
groundnut fields, the privilege of grazing ducks on harvested fields. 
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fisheries and silt in drinking water ponds — ^these and similar items 
may be sold in auction and the proceeds appropriated to Panchayet 
funds. The Panchayets, as in the Tanjore area, may 
also administer on behalf of the village^ community the 
Samudhyana Lands which yield a considerable income. 
The communal resources and the property of the village 
should be organized most efficiently, and every species of 
the communal income carefully garnered, so that it may go to 
augment the Panchayet-Fund. The suggeption is of practical 
value as in the v’llage economy there are several items of income 
which perhaps individually will not amount to an accession of the 
village revenue but collectively will tell upon the Panchayet 
finances. 

Communal labour is a species of iua ngible revenue which 
has considerable possibilities of expansion. As a matter of fact 
communal labour figures fairly largely in the budget of village 
bodies. The inhabitants of a village realize that they are members 
one of another and that the interests of the village as a whole are 
bound up with their own individual interests. Out of 8,863 
Village Panchayets in Mysore, as many as 3,000 Panchayets 
contribute weekly labour for works of communal benefit such as 
clearing of lantana and prickly pear, filling up of insanitary pits 
and cess-pools, construction and improvement of village commu- 
nication, planting of topes and trees. Many Panchayets of Miadras 
villages mobilize village labour for the clearance of prickly pear 
and for the management of tanks. The value of this work done 
by labour organized for Kudimaramat for irrigation purposes was 
considerable though it is not possible to estimate it with any 
degree of accuracy. There is nothing w^hich has helped the 
Panchayets to find favour in irrigated tracts so much as the dis- 
charge by them in an efficient manner of the customary irrigation 
obligations of the cultivators. Mobilisation of communal labour 
which is part of the general plan of reviving on modern lines and 
with modern sanctions the organized life of the old South Indian 
Village as an agricultural community is of considerable fiscal 
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importance. To some extent it obviates the need to levy taxes 
on the villagei-s who have neither the willingness nor the capacity 
to contribute liberally to the Panchayet fnnd.^* 

It is suggested in some quarters that the village finance may 
be considerably impixived by the transference of items of Board 
Income and Government Income. The Madras Panchayets may 
thus be endowed with the profession tax, licence fees, income 
from trees, fisheries, cart-stands, markets, slaughteihouses and 
ferries by the local boards, w hile the Government may endow them 
with revenue from communal Porambokes and the sale of grass 
and tree produce on U.1\W. canals and fines levied by magistrates 
and village courts. An assignment of revenues is one of the 
recognized methods of central aid to local bodies, the others being 
division of the proceeds of a particular tax and grant-in-aid of 
local expenditure. Such an assignment is rendered necessary by 
the devolution of functions from the higher to the lower that is 
taking place in the administration of the country. The Panchayets 
are charged with functions which w^ere perfonned by the district 
or provincial authorities. It is but natural that a transference 

of revenue should proceed pori passu with the transference of 

responsibilities. In Mysore the Mohatarfa, that is, a tax on houses, 
shops, or places of trade or business, vacant sites, hittals and 
carts in the village which was originally a central head of revenue 
is now’ transferred from the District Board to the Panchayets. 

It must, how’ever, be borne in mind that, the assignment of 

revenue under all circumstances is not an unmixed blessing and 
that a better alternative in most cases would be the system of 
graiits-in-aid. The local authorities have to depend upon sub- 
ventions from the Exchequer and one has to consider whether the 
subvention should take the form of a grant or an assigned revenue. 
The allocation of specific sources of revenue to the local authorities 
or dedication to their use of the proceeds of partioulaJr taxes 
deprives the community as a whole of a part of its resources "and 

12 Vide Bepovt ou the Workinj? of Panehayfcts, Madrtis, 1925*26, Section 86^. 
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deprives the Uovemment of the pi*actical means of enforcing upon 
the local bodies the minimum of efEciency required by the com- 
munity. To the local authority, the proceeds of assigned revenues 
become its own property which it may spend as wisely or waste- 
fully as it pleases. In other words, assigned revenues do not 
possess that check on local extravagance and local laxity that is 
provided by a system of grants-in-aid. Moreover, the transference 
of items of central revenues to local bodies may result in actual 
inequality as between different districts or villages. The distri- 
bution of the revenue would be, not according to the needs of a 
locality but acco^xling to its capacity to contribute to the particular 
heads of assigned revenue. According^, th“ suggestion made in the 
Mysore Legislative Council that tne price of vacant lands, Hul- 
banni and Amarai should be made over to I'ancliayets was not 
approved on the ground that with the increasing occupancy of land 
they become a decreasing .>ourcc of revenue, that the yield at any 
particular time is not in proportion to the size of the village, that 
the revenues from some of these sources, e.g., Amarai fluctuates 
with seasonal conditions and that the bulk of the proceeds comes 
only from one or two districts. 

5. GBAXTS-m-AID OF PANCHAYET EXPENDITURE 

Of all the suggestions, the one that is likely to find widest 
acceptance is that of Grant-in-aid which has now become an in- 
strument of extraordinary potency. After an examination of the 
Panchayet finances the Report on Taxation in Mysore says, The 
drift of the discussion has been to make out a case for State sub- 
vention to these local bodies, though the strength of the case for 
such subvention and the condition of grant will naturally vary 
from one group to another. The Grant-in-aid is a device peculiar 
to the English administration and its‘ achievements in the country 

13 Vtde Mysore Legislative Council Debates, February, 1926, pagejs 260 
and 268. 

141 Vide Rdport, 'oA Taxation m Mysore, page 148. 
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of its origin have demonstrated its vast possibilities for India 
It started as a mere financial adjustment and soon became a pivot 
on which the whole machinery of local administration in England is 
based. On the Continent it is displacing the two methods by which 
central assistance is given to subordinate bodies, viz., assignment 
of certain heads of revenue and division of the proceeds of a given 
head of revenue. Whether a particular act of the legislatm’e really 
functions or becomes a mere dead letter, whether any new branch 
of Local Government stagnates or becomes an active agency for 
accomplishing the object for which it was established, depends to 
a^very great extent upon how it is connected with Grants-in-aid 
and the conditions under which those grants are administered. 

Says Sydney Webb: — “ By a ^ Grant-in-aid ’ the English 
administrator understands a subvention payable from the exchequer 
of the United Kingdom to a Local Governing Authority, in order 
to assist that authority in execution of some or all of its statutory 
duties. The subvention may be an isolated payment, but is usually 
recurrent or annual. It may be a matter of statutory obligation or 
dependent on the recurring decision of the minister in charge of 
a particular department. It may be unconditionally of fixed 
amount, or variable according to the circumstances of the time. 
Most important of all, its variable amount may be dependent on the 
growth of population, or of a particular section of it, on the amount 
of some particular service, on the number of officers appointed, or 
the sum of their salaries, on the expenditure of the receiving 
authority, on the rateable value of its district, on the efficiency of 
i<8 work, or on some other condition. And according to the con- 
dition and stipulations that are attached to the Grant-in-aid, so 
will be, whether or not we like it or foresee il, its effect on public 
administration.’^ 

The principles on “which Grants-in-aid of local expenditures 
should be distributed have been obscured by the distinction that is 
sometimes attempted to be drawn between the onerous and bene- 
ficial or obligatory and optional services of a local authority, that 
is, services which are preponderantly national in character and 
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therefare generally onerous to the inhabitants of the area in ques- 
tion, and services which are preponderantly local in character and 
confer upon the inhabitants of the area a direct benefit more or 
less commensurate with the burden. It is contended that only 
those services administered by the local authority which are of 
national importance are entitled to grants from the National Ex- 
chequer, while those services undertaken by the local authorities, 
the direct personal benefit of which can be strictly individualised 
and measured, should be paid for in their entirety by the inhabi- 
tants in proportion to the benefit received. The truth is, the dis- 
tinction cannot be made on any strictly logical principle and the 
classification under either head woidd viiy considerably from 
country to countiy or from time to time. There is hardly any 
local service locally administered whose ben efit accrues exclusively 
to the local area; it will be of some concern to the community as 
a whole. Similarly there *s no national service locally adminis- 
tered, which is not also of some benefit to the inhabitants of the 
area. Hence there should Im? no rigid exclusion of Grants from 
all the vservices which are admitted to be ‘ local,’ ‘ beneficial ’ or 
* optional,’ nor should the whole cost of those services considered 
to be ^ national,’ ^ onerous ’ or ‘ obligatory ’ he borne entirely by 
the Central Government. Sydney Webb’s dictum on this subject 
may be accepted. “ The Grants must be made, not for services 
arbitrarily styled national, but in aid of certain definitely select- 
ed services in which the real objects of Grants-in-aid can be most 
Conveniently attained, or in the efficiency of which the community 
as a whole has considerable interest.”^® 

Grants-in-aid are necessary as well as desirable on four 
grounds. In the first place they are the means to prevent an 
extreme inequality of burden between one area and another. The 
cost of governing a hundred thousand persons in a poor district 
must be several times as great as the cost of governing a hundred 
thousand persons in a rich district. The cost will vary with the 


IBs Vide Sydney Webb, Grants-in-Aid, page 91. 
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ratio of children to adults, the amount of sickness, the extent of 
the traffic, the condition of the housing, and generally with the 
poverty of the inhabitants. Therefore to provide the same, 
amenities of civilized life, some areas will have to incur a rate 
in the pound or raise a sum by taxation many times as great as 
the others. In other words the cost of the services will be in 
inverse proportion to the capacity of the areas to bear it. There- 
fore to minimise the inequality in the common burden of taxa- 
tion grants may be distributed from the Central Exchequer. 

The second reason for 6rants-in-aid is that, they furnish a 
method by which the expert knowledge, the superior wisdom and 
the centralized experience of the National Government may be 
brought to bear on the local authorities which are apt to suffer 
from a parochial view of their responsibilities or manipulation of 
their parties. The Grant s-in-aid furnish a lever for improving 
local administration and guiding the expenditure of the local 
authorities in directions which in the interests of the nation as 
a whole may be considered desirable. As it often happens there 
are some methods of action and some lines of policy which are 
better than others, and the local authority may be induced to re- 
ject the worse and adopt the better alternative by a Grant attached 
to the course which in the judgment of the community is of the 
greatest advantage. 

The third reason for a system of Grants-in-aid is that it is 
the most efficient weapon to enforce on all subordinate authori- 
ties the National Minimum of efficiency^ and adequacy in the 
supply of services which may be prescribed in the national 
interesl. The claim of each locality to do what it likes cannot 
be sustained. For the community as a whole may suffer from the 
consequences of its parsimony. Neglect to take preventive 
measures may result in an outbreak of epidemic's in the locality 
which may spread to the neighbouring regions and threaten the 
life of the nation. The administration of a village or of a town 
is thus not merely a local concern but is al|g^ of some concern to 
the community as a whole. Hence the necessity to force up local 
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taxation to the level prescribed by the nati(>hai minimimi. If 
however the village or the commune is so poor that it cannot 
finance the essential seiTices, then a strong* case is made out for 
a Grant-in-nid from the central funds. The practical outcome 
is that especially in a country like India where the local authori- 
ties have very limited resourt^es and very considerable responsibili- 
ties, the minimum indiLsponsabl^ required by the common weal 
cannot be enfored without a Grant-in-aid. 

The fo'Ui'th reason and by tar the most important reason for 
a system of Grant..-in-aid is that it provides a method by which" 
a Central Authority can secure uniformity, efiicieucy and economy 
in the working of the local adminirtiation. In theory the 
Government can force a disobedient local body to do what the 
statute requires of it by means of a Manctumus as in the United 
Kingdom or by means of an action in the Administrative Court 
as on the Continent of Lurope. Such steps however, result in 
cumbrous legal proc esses and involve what might appear to be 
needless interference with the autonomy of the local bodies but 
a Central Authority that wields the weapon of well-devised Grant- 
in-aid is in a position to command and to call to order the re- 
calcitrant local authority. A mere threat that, unless such and 
such defects and drawbacks w’^ere set right before a stipulated 
time, the Grant might be withheld, has usually sufficed to induce 
the local authority iu England tc take steps to raise the necessary 
taxation and 1o efi'ect the necessary imT7rovements. 

The application of the method of the Grant-in-aid so as to 
secure uniformity, efficiency and economy in local administration 
has given rise to a code of rules, the importance of which cannot 
be sufficiently emphasized. Grants should be conditional on the 
efficiency of the seiwice. Fixed lump-sum grants lead to local 
extravagance and local w^aste while variable grants serve as a 
spur to economy and efficiency. The Treasury favours invariable 
grants because such a system fixes the limits to the claims made 
upon it and it saves the Treasury the trouble of calculation and 
adjustment involved in a system of variable grants. In Madras 
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the Government "has authorised Oollectors to make grants to 
Panchayets for a library up to Es. *200 irrespective of any con- 
tribution from the Panchayets themselves. Similarly in the same 
province an annual grant of Es. 180 per teacher is made to the 
Panchayets without making it conditional upon a like contribu- 
tion from them. The Grant is substantial to meet the salary 
of the ordinary village teacher and the Panchayets could not be 
prevailed upon to contribute from their funds so as to obtain the 
services of trained and efficient teachers. Further no grant 
should be payable unless the Supervising Authority certifies that 
the service is being administered in accordance with the statutory 
regulations and that the service in point of sufficiency of supply 
and standard of efficiency reaches what may be considered the 
National Minimum. Although the Grant should be a variable 
one, it should not be made to vary merely with the population or 
rateable value, or at so much per pupil or per school or at so much 
per patient or per hospital irrespective of such considerations as 
equalization of local burdens and the special circumstances of 
special localities. Moreover, the Grant should be made in aid of 
especially selected services and not in aid of the total expenditure 
incurred by the local authorities to div'scharge all the duties im- 
posed upon them by statute. Only those Grants achieve their 
objects which are in the nature of proportional subventions to- 
wards the cost of specific services. In the Indian village there 
are four main services which stand out as suitable subjects for 
Grants-in-aid. These are watei’-supply, education, public health 
and communications. 

Subsidies and subventions are not unknown in the local 
finance of India. In the Madras Presidency between the years 
1916 — 23 out of a total revenue of 118 crores, a sum of 7^ crores 
was distributed as Grants-in-aid and in the budget of 1923-24 a 
grant of 1-41 crores out of a revenue of 16*87 crores was provid- 
ed for. In Bombay the local authorities (excluding municipal- 


16 Vide The Madras Panchayet Bulletin, May, 1928, page 24. 



PANCH4YET FINANCE 


S21 


ities) received in 1913-14 a sum of 34 lal^s from Government 
while their total revenue was only 80 lakhs. In Mysore “ Grants 
to Local Bodies ’’ forms one of the budg'et heads. From 1910—28 
these grants amounted to 81 lakhs w^hich gives an average of 4*o 
lakhs per annum. These subventions from the Govemment are 
not so infinitesimal as they might appear at first sight, for in 
Mysore primary education and medical relief are central heads, 
only a part of the expenditure being met by Municipalities and 
District Boards. The yearly aveiage of grcnts for the Mysore 
villages, 16,650 in number, for the period 1910 — 1927 works out at 
Es. *29 lakh for Village Improvements and Rural Reconstruction 
and Es. *36 lakh for Drinking-wpte ' Wells in villages. The 
Budget figures for 1926-27 are: tillage Improvements and Rural 
Reconstruction — ^Rs. 1*30 lakhs, Drinking- .v ater Wells in villages 
Rs. -50 lakh which distributed among 16,650 villages of Mysore 
will give Rs. 10 per village. The Indian figures may be compared 
with the English figures: the receipts of local authorities from 
Government Grants in the year 1926-27 were approximately 
£ 87,000,000 while the total of rates collected was £ 159, 000, 000, 
According to the proposals submitted to Parliament by the Chan- 
cellor of the Exchequer for reform in Local Government and in 
the financial relations between the Exchequer and the local 
authorities, the relation between grants and the rates w’ould be 
—Grants £ 111,000,000' and rates £ 135,500,000'. The disparity 
in the figures drives one to the conclusion that the system of 
Grants-in-aid may be utilized more and more lo supplement the 
resources and increase the efficiency of the local bodies in India, 
bearing in mind the various rules and provisions which render 
the system the most powerful device by w^hich the Central Govern- 
ment assists, educates and encourages the local authorities. 

For the actual distribution of grants a formula will have to be 
worked out on lines similar to those suggested by the Royal Com- 
mission on Local Taxation in England and Wales and af^tually put 
into precise Parliamentary terms in Grants to the Local Health 
Authorities/’ Broadly speaking, any scheme for the distribution 
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of grants should take into- account two, things^ riz., first, tte 
total minimTun expenditure for the. local autliority— this is ob- 
tained by multiplyinff the ininimimi rate of expenditure per head 
of people fixed in the interests of national welfare and efficiency 
by the number of inhabitants of the area in question; secondly, 
total maximum revenue that the local authority can raise from the 
resources at its disposal. If the minimum expenditure exceeds 
the maximum revenue, then a g:rant to cover the difference should 
be given by the National Exchequer. It often happens that the 
local authority incurs expenditure over and above the minimum 
prescribed in order to raise its standard of well-being. Towards 
this excess the Central Government should contribute a certain 
proportion, the actual amount being determined by the exigencies 
of the National Exchequer on the one hand and the social value 
of the functions undertaken by the local authority on the other. 
The formula need not be put into precise mathematical language. 
It may be varied to suit particular circumstances or unexpected 
developments. 



DIVISION OF FUNCTIONS AND DIVISION 
OF RESOURCES IN INDIA 


BY 

R. M. JosHi, 

Sydenham College of Cominsrce and Econoinic:^^ Bt mhay. 

SUMMARY 

The financial position at !he l-iiue of the Monta^u-Chelmsford 
Report. Brief survey since 1858. The position in 1918. The 
proposals in ^lie Report for the abolition of ‘ divided heads.' The 
method adopted. 

Popular criticAsm of the financial policy during* the preced- 
ing sixty years. Faiiure of the Report to take note of the same. 
The consequent v/eakness of the financial arrangements proposed 
for the Provinces. 

The working of the Reforms. Realisation of the financial 
difficulties. 

The Indian Taxation Enquiry Committee's Report. Review 
of the principles and practice of federal finance. Division of 
functions and division of resources. The effect of the Montford 
Report on the Taxation Committee's proposals. 

What line the Montford Report could have adopted as theo- 
retically sound and workable in practice? IIow it can be done 
now ? 


In the Montagu-Chelmsford Report on Indian Constitutional 
Reforms, a masterly survey has been taken of the financial aspect 
of the Constitution as it stood in 1918. As the Report puts it, 
‘‘ the Government of India's control over revenues and expenditure 
is derived from the Acts of 1853 and 1858, which treated the reve- 
nues of India as one and applied them to the purposes of tlie 
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Government of India as a whole/’ Prior io 18T1, both revenue 
and expenditure were completely centralised. Then under Lord 
Mayo’s Government, each Local Government was given a fixed 
grant for the upkeep of definite services, such as police, jails, 
education and the medical services, with power, subject to certain 
conditions, to allocate it as seemed best, and also to provide foi 
additional expenditure by the exercise of economy and, if neces- 
sary, by raising local taxes.” This arrangement continued till 
1882. In Tjord Lylton’s time, the control of the expenditure upon 
all the ordinary provincial services was delegated to Local Gov- 
eijiments, and in place of the fixed grants previously given, the 
whole or part of certain heads of revenue were handetl over to 
ihem. The main heads were — forests, excise, license-tax (now 
income-tax) and stamps. Hut ‘‘as the revenue from these heads 
was not- ordinarily sufficient for provincial requirements, it was 
supplemented by a percentage of the important head of l?hid re- 
venue, which otherwise remained an all-India receipt.” Settle- 
ments had always been based, not on the revenues raised within 
from 1882 to 1904. Thus arose the system of ‘ divided heads.’ 
Under Lord Curzon’s Government, these standing quinquennial 
controversies were ended and quasi-permanent settlements were 
made, under which, as a general rule, one-half of the revenues 
under the five heads — ^Land Eevenue, Stamps, Excise, Income- 
tax and Forests— was given to the provinces. Lord Hardinge’s 
GovernmeiiT made the settlements permanent in 1912. The Gov- 
ernment of India, of course, retained the option of distributing 
among the provinces special gi'ants, both recurring and non-recur- 
ring, out of the surplus, if any, at their disposal. These settle- 
ments on these lines were made with the provinces quinquennially 
each province, but on what the Government of India regarded 
as the provincial needs. The Central Government always was in 
a position to control provincial expenditure; “ indeed, in view of 
their own competing needs, they could hardly avoid feeling a 
direct interest in keeping down provincial charges. Again, as 
regards revenues, so long as the Government of India take a share 
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in tlie proceeds, they have a stiang motive for interfering in de- 
tails of administration.’’ But if the principle of popular control 
was to be admitted into the Government through the medium of 
the legislative councils, this aiTangement must be changed. ‘‘ An 
arrangement, which has on the whole worked successfully between 
two official Governments, would be quite impossible between a 
popular and an official Government. Our first aim has, therefore, 
been to find some means of entirely separating the resources of the 
Central and Provincial Governments.” 

The method adopted by the authors of the Report to achieve 
this aim was, in their own words, as follows: — ‘‘ Our idea is that 
an estimate should first be made of i ne £,cale of expenditure requir- 
ed for the upkeep and development of the services which dearly 
appertain to the Indian sphere ; that resources with which to meet 
this expenditure should be secured to the Indian Government ; and 
that all other revenues should then be handed over to the provin- 
cial Governments, which will thenceforth be held wholly respon- 
sible for the development of all provincial services.” 

This ‘ idea ’ is obviously wholly one-sided. It shows great 
anxiety tor ‘ the upkeep and development of the services which 
clearly appertain to the Indian sphere,’ but none ^vhatever for 
those belonging to the Provincial sphere, though Provincial Gov- 
ernments were thenceforth to be held ‘ wholly responsible ’ for 
their ‘ development.’ Up till now, the responsibility for all ser- 
vices lay wdth the Indian Government. The manner in which that 
responsibility had been discharged during the preceding sixty 
years had been criticised with increasing severity by popular 
opinion during the last forty years. That criticism had definitely 
been crystallised, with the passage of time, round certain points, 
e.g,f (1) that since the eighties, the military expenditure of the 
country had, been growing excessively; (2) that services really 
catering for the moral and material welfare of the people, 
education, sanitation, medical relief, veterinary, rural roads, 
tanks and wells, agriculture, development of subsidiary and 
organised modern industries, had in consequence been very meagre- 



M. iosfii 


m 

iy provided for; (3) that after more than fifty years of enlightened 
Crown Government, the percentage of literacy recorded in the 
Census Report of 1911 was a miserable six ; (4) that the vast mass 
of the people of the country were poor, very poor, and had a very 
low average expectation of life; (5) that revenue considerations 
were excessively dominant in the land revenue administration; (6) 
that the same considerations unduly governed the liquor excise 
policy of the Government and had caused an alarming growth of 
the liquor habit among a peop^le whose religions sternly forbade 
them against it as a heinous sin ; (7) that the Government resorted 
to heavy taxation of such a necessaiy article of daily life as com- 
mon salt. 

Such was the popular criticism of the manner in which the 
centralised government of the country had discharged its respon- 
sibility during sixty years. In fact, it was the irresistible strength 
of such criticism which had led to this Report on Constitutional 
Reforms. When, therefore, it was proposed to relieve the Central 
Government of responsibility for most of the functions vitally re- 
lated to the moral and material weflfare of the people, was it not 
necessaiy to ‘ secure ’ to the Provincial Governments resources 
adequate for ‘ the upkeep and development ’ of services, alleged 
to have hitherto been woefully neglected, for which .they were 
henceforth to be held ‘ wholly responsible ^ ? In other words, 
must not the division of resources be in right proportion to the 
division of functions ? The authors of the Report did not even ask 
themselves this question. How then could their proposals be 
found to answer it satisfactorily? 

They talk about making an ‘ estimate ’ of the expenditure 
required for the services pertaining to the Central Government. 
Provincial services they have not thought worth mentioning, but 
the Central services they have specified pretty fully ^ Of the lat- 
ter, however, the items for serious consideration, from the point 
of view of financial provision, were only two, viz», defence and 
service of unproductive debt. Of the rest, the commercial depart* 
ments more than paid their way; in administering Coorg and 
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other tracts, the Central Government would have the same resour- 
ces as were to be allotted to the Provinces; extra expenditure on 
strategic areas ought to be included under defence; and the re- 
maining items were comparatively minor ones. The authors of 
the Report do not seem to have made any ‘ estimate ’ of legiti- 
mate expenditure on defence, especially in view of the persistent, 
generation old, popular criticism of that item. They seem to 
have contented themselves with taking the figures o-f actual ex- 
penditure and assuming that the latter would of course- grow year 
by year. 

On that basis, the authors proceeded to examine what resources 
must be retained wholly by the Central Government in order that 
it might feel * secure ’ as regards upkeep and ‘ development ^ of 
the items (really only one item, oiz.y defence) under its charge. 
In the couple of pages devoted in the Report to the discussion of 
how to achieve complete separation of resources as between the 
Central and Provincial Governments, there is no evidence what- 
ever of any consideration of the principles of federal finance or of 
the actual practice in countries like Germany, U.S.A., Canada 
and Australia, which indicated the Imes on which the financial' 
arrangements in India would have more or less to be modelled in 
future. Nor is there the slightest indication, as has already been 
pointed out, of any realisation of the grave possibility that the 
popularly controlled provincial legislatures, proposed to be set up 
in the Report, would immediately begin seriously to press the 
Provincial Governments, on the one hand, to move, even at the 
risk of loss of revenue, towards Prohibition and towards a more 
lenient land revenue administration, and, on the other hand, to 
make up the leeway in the hitherto sadly neglected services of 
education, sanitation, medical relief, rural public works, agricul- 
ture and industries. In ah almost light-hearted manner, the 
authors of the Report concluded that customs, salt, opium, general 
stamps and income-tax should be wholly allotted to the Central 
Government, while land revenue, excise, judicial stamps, forests 
and irrigation should wholly become Provincial resources. Thus, 
F. 9 
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heads of revenue would henceforth remain divided. With the 
sole modification of the transference of general stamps also to the 
Provinces, this became the financial framework with which Par- 
liament equipped the Central and Provincial Governments of the 
new Reform era, under the Government of India Act of 1919 and 
the Rules made thereunder. 

The working* of the Reformed Constitution during the last 
eight years has shown the possibilities, above referred to, of 
popular opinion in the Provincial legislatures, to be actualities. 
With the exception of excise, the Provinces have found the ex- 
pansiveness of the resources allotted to them to be very low, where- 
as their financial needs, for making up half a century ^s leeway in 
the nation-building departments, are almost insatiable; further, 
that in the matter of liquor excise, while they want to abolish 
the drink evil, the money from that tainted source has been made 
a vital part of their financial backbone. The agricultural provinces 
have not yet fully realised the situation, because of the adventi- 
tious addition to their spending power made by the new financial 
arrangements, and especially by the cessation of provincial con- 
tributions, which has lattei*ly taken place. But it is merely a 
question of time for them to do so. 

This is not a matter of being wise after the event. Even in 
1918, a look at the financial statistics of British India for fhe 
preceding fifty years, particularly for those of the preceding 
twenty years, would have easily shown that the most expansive 
items on the revenue side of the Indian budget were customs, in- 
come-tax and liquor excise. The smallest acquaintance with 
public opinion among Indians made one aware of their feeling 
about excise, militarv" expenditure and expenditure on nation- 
building departments. The theory and practice about federal 
finance were equally available for consultation in 1918, as they 
were in 1925 to the Indian Taxation Enquiry Committee. The 
latter Committee, however, did not have the power to do any- 
thing in the matter, which the authors of the Report of 19X8 did 
possess. 
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The Taxation Enquiry Committee's Eepori describes the 
general tendencies relating to the division of resources under 
Federal Governments as follows: — 

**(a) Indirect taxes, with the possible exception of stamp 
duties, are commonly regarded as suitable sources of 
Imperial taxation, for the reason that their exact 
incidence cannot be ascertained. 

(b) Taxes on corporations are commonly Imperial because 

the operations of large companies often extend 
throughout the country, and adequate and uniform 
administrative supervision of "’uch organisations is 
desirable. 

(c) A personal or general income-tar is gsnerally regarded 

as a source of State revenue. 

(d) Taxes on propel by are seldom Imperial and tend to 

pass increasingly from State to Local. 

In (c) and (d)^ the Committee have not troubled themselves 
to give any reasons, and they need not have taken the trouble in 
(a) and (b) either. 

In spite of their knowledge of these general tendencies in the 
practice of fedeial countries, and of their knowledge of the theory 
on the subject, as indicated by their references to Seligman, theii 
treatment of the income-tax shows how biassed they were by the 
Montagu-Chelmsford Report. 

While describing the tendencies relating to the division of 
functions under Federal Governments, the Taxation Enquiry 
Committee refer to the ‘ functions relating to the moral and 
material welfare of the people ' as follows: — ‘‘ Functions relating 
to the amelioration of the condition of the people include educa- 
tion, public health, the maintenance of roads and the encourage- 
ment of agriculture. These are functions in respect of which there 
has been a great expansion of activities in recent years all the 
world over. They are generally regarded as the appropriate func- 
tions of local bodies subject to the general control of the State, 
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but the expanding expenditure upon them has I’esulted" in the 
grant of assistance in greater or less degree by State and even 
by Imperial Governments/’ The responsibility for these most 
expensive functions has, under the Reforms, been shifted to the 
local bodies; but their legitimate source of revenue, via:., the land 
revenue, has not been allotted to them. They are quietly asked 
to raise their local cesses on the top of land revenue, and even 
Ministers of Local Self-Government sometimes join in rebuking 
local bodies for not raising the local cesses suiBSciently. That is 
nothing less than adding insult to injury. The Taxation En- 
quiry Committee have not had the courage to recommend that land 
revenue should be regarded wholly as a local rate. Most of the 
bitter controversies on that subject would be ended, if that theore- 
tically sound solution were adopted in practice. The Taxation 
Committee note in their report that “ India differs from many 
Western countries in making excise duties Provincial,” but again 
they have not the courage to recommend that excise should be 
made a Central resource and income-tax, or at any rate the tax 
on personal incomes, a wholly Provincial one. Instead, they 
content themselves by recommending the allotment to the Pro- 
vinces of a small share of the personal income tax and of the 
corporation profits tax, thus unnecessarily re-creating a ‘ divided 
head.’ The Taxation Committee also show a lack of courage in 
not recommending a tax on agiicultural incomes, after making 
out a good case in favour of such a proposal. 

Had the authors of the Montagu-Chelmsford Report made up 
their mind to give the Reforms as good a financial as a constitu- 
tional start in the Provinces, and also to meet public opinion on 
two of the most vital subjects, viz,, military expenditure and the 
drink evil, it would have been possible to abolish the ‘ divided 
heads ’ without creating the thorny problem of provincial con- 
tributions and the consequent inter-provincial jealousies, and 
without putting the Provinces on the horns of a dilemma through 
excise. The Central budget could have been made to balance 
without any contribution from the Provinces; no invidious in- 
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equalities as between the Pro /inces would have needed to be ex- 
posed ; the Provinces could have been equipped with an expansive 
source of revenue; and they could have been started on the new 
era without either a diminished or an increased spending power. 
What would have happened would have been a mere redistribu- 
tion of the existing resources on theoretically sound lines and in 
a manner permitting both the Central and Provincial Governments 
adequately to respond to public opinion in the formulation of their ^ 
policy in the Reformed era. Such a re-dife>tribution of resources 
would have been as follows: — 


Central* 

(1) Customs. 

(2) Excise. 

(3) Salt. 

(4) Opium. 

(5) Surplus in Railways and 

Posts and Telegraphs. 
(6> Corporation profits tax. 


Frovincial. 

(1) Land Revenue. 

(2) on personal incomes 
including agricultural 
incomes. 

(3) Stamps. 

(4) Forests. 

(6) Surplus in irrigation. 


From the Provincial resources, land revenue would have been 
devolved further down to the local authorities. 

That the Central budget would have started as balanced under 
these arrangements would be clear from the following figures for 
1917-18 taken from the Statistics of British India, 1922, V(^l. 
II: — 


Revenue. (Rs. Crores). 


Expenditure. (Rs. Crores). 


Customs ... ... 16.5 

Excise ... ... 15.2 

Salt ... ... 8.2 

Opium ... ... 4.1 

Railways Surplus ... 14.8 

Posts Surplus ... 1.5 


Tax on Companies 


Army ... ... 46.31, 

Unproductive debt ser- ; 
vice ... ... 10.9 


Total 


... 60.3 


Total ... 57.0 
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The prog^ressive reduction in excise revenue in consequence 
of accepting* a policy of prog^ressive but expeditious abolition of 
the drink evil would have been met by an equally progressive and 
expeditious reduction of military expenditure. 

Agricultural Provinces would of course have been compelled 
under these arrangements to tax agricultural incomes under the 
Tax on incomes of persons resident or domiciled within the Pro- 
vince. They would also have stood to benefit directly by stimu- 
lating the gi'owth of organised modern industries through their 
own citizens. Help in this matter could also be legitimately 
claimed from the Central Government as the latter would stand 
to benefit through the Corporation Profits Tax (on the lines re- 
commended by the Taxation Enquiry Committee). 

All this could have been recommended in the Montagu- 
Chelmsford Eeport. Had that been done, the discontent created 
by the Reforms would probably not have been so great, in spite 
of the diarchical arrangements of the new constitution. But per- 
haps the weakest, part of the Montagu-Chelmsford Report and 
of the Government of India Act and Rules based upon it was the 
financial part. Now, however, the time has come to rectify the 
mistakes then made, and it is essential to do so. With regard 
to expenditure on defence, for example, the following figures from 
the Indian Year Book and Statesman’s Year Book are well 
worth noting; — 

IQ I 3- 14 1927-28 Increase % 

India (Rs. Crores) ... 31*5 66'7 80 The riselof prices has 

been about the same 

Britain (£. M.) ... 74*5 116*1 65 in both countries. 

It would obvioiLsly be absurd to maintain that India’s re- 
sponsibilities in the matter of defence are now greater than those 
of Britain herself. People who talk about the need for re-con- 
sideriiig the Meston award, do not seem to understand the funda- 
mental issues involved in the problem. It is a question of pro- 
perly adapting the division of resources to the division 
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of functions, Central, Provincial and Local. Sir John 
Simon showed that he had gone near the root of the matter 
when he said, in the course of the constitutional enquiry at Poona, 
that it was not the re-examination of the Meston award but of 
the relevant portions of the Montagu-Chelmsford Report that 
needed to be undertaken. That is a good augury for the future 
of constitutional reforms in this country. Let us hope that the 
Simon Commission will do what the Montagu-Chelmsford Report 
failed to do. 



SOME ASPECTS OF LOCAL FINANCE IN 
BRITISH INDIA 


BY 

B. G. Bhatnagar, 

Allahabad Univer.nty, 

As in the recent years the tendency of the Conference has 
been to favour short papers dealing with one or two aspects of a 
single problem, I have deliberately curtailed the scope of this 
paper. It deals with only two features of Local Finance and 
the study of those two features is confined to the six years after 
the introduction of the Montagu-Chelmsford Beforms in India, 
i.e., 1921-22 to 1926-27. 

So recently as the year 1924-25 this subject along with the 
taxation of other governing units received a fairly elaborate 
treatment at the hands of the Taxation Enquiry Committee, and 
yet there are some aspects in the finance of the local bodies that have 
not been even touched by that Committee. The Committee were 
called upon to enquire into the various items of taxation made 
use of by the various governing bodies and then to examine whether 
the taxes used “ were equitable and in accordance with economic 
principles,’’ and lastly ‘‘ to report on the suitability of alternative 
sources of taxation.’’ This shows that the Committee were pre- 
eminently a Taxation Committee and not a Finance Committee. 
Finance, as we all know, does not merely consist in securing an 
income from this tax or that, nor does it consist in the mere study 
of the various sources of income of a governing or public body 
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either individually or collecti;ely but also in adjusting the re- 
sources to the end or ends in view. And it ie precisely the latter 
aspect of Local Finance that I wish to emphasize before this 
Conference. It is one thing to earn end it is quite another thing 
to spend, i.e., to spend wisely. In the case of our local bodies 
not only do we not find any ingenuity shown in the allocation' 
of available funds to the various items of expenditure, but even 
the most elementary principles of finance are ignored. That this 
is BO, will be made clear as we proceed. 


TABLE A. MUNICIPALITIES 
Averages of 1921-22 to 


Provinces. 

Closing 
Balance of 
previous year. 

Toiial 
Expenses 
chargeable to 
revenue. 

Percentage 
of closing 
balance to 
expenses. 

1. Assam ... ... 

1,93,116 

9,60,664 

20 

3. Bengal 

19,68,636 

68,67,180 

28 

3. Bihar and Orissa 

9,17,448 

38,27,855 

27 

4. U. P 

39,98,103 

1,46,39,318 

20 

5. Punjab 

46,18,232 

1,80,68,781 

85 

6. N.«W. P. Province 

11,36,170 

17,83,681 

64 

7. O.P 

16,44,588 

68,39,788 

28 

8. Bombay 

94,78,683 

2,00,81,409 

47 

9. Madras 

29^8,654 

1,14,17,846 

26 

10. Burma ... 

34,61,798 

63,06,067 

89 

11. Ajmer>Merwara 

1,28,993 

6,17,316 

26 

12. Coorg 

25,697 

89327 

65 

-- 
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TABLE B. DISTRICT BOARDS 
Average of 1921-22 to 1926-27 


Provinces. 

Gloaihg 
Balance qf 
last year. 

Total 

Expenditure 
chargeable 
to Current 
Revenue, 

Percentage relation 
of average closing 
balance to average 
total expenditure 
chargeable to Cur- 
rent Income. 

1. 

Assam 

8,38,947 

31.38,439 

20 

2. 

Bengal 

33,00,789 

1,30,30,763 

27 

B. 

Bihar and Orissa 

46.67,946 

1,21,08,699 

38 

4 . 

U. P 


•• 

.•% 

B. 

Punjab 

40,11,790 

1.44,94,469 

28 

6. 

N.-W. F. Province 

2,69,836 

9,49,666 

27 

7. 

0. P 

19,66,181 

66,28,936 

31 

8. 

Bombay ... 

89,83.107 

1,49,42,116 

27 

9. 

Madras 

66,81,379 

2,76,62,683 

25 

10. 

Burma 

30,19,961 

61,94,907 

48 

11. 

A jmer-Merwara 

82,169 

90,667 

35 

12. 

Coorg 

48,800 

1,14,442 

42 


The first thing that strikes even a cursory onlooker in the 
figures of Income and Expenditure of these bodies is the huge 
figures of dosing Balances. In the Tables A and B are given 
the figures of closing balances averaged for the six years beginning 
from 1921-23 for municipalities and district boards respectively 
for each individual province, and there we can see that this is a 
characteristic of almost all the provinces in India. The lowest 
figure there is 20 per cent of the total expenditure during the 
year, and the highest is as high as 65 per cent. The place of a 
closing balance in the budget of a public body is to ensure avail- 
ability of funds during early months of the coming financial year, 
aJid it is more so in the case of such public bodies as the local 
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boards in which expenditure on the recurring items of expenditure 
continues and either the income is expected to come in later, or 
is not expected to keep pace with the expenditure. As the chief 
source of income of the local boards is in the land cess and as 
this is realised with the land revenue which is realised in two 
half-yearly instalments, one some time in June and July, and 
the other in December-January, the local boards have a period 
of two or three months at the beginning of their financial year 
of comparatively weak incomings. But the expenditure during 
these months does not seem to bo the guiding factor ^ith local 
boards or municipalities in most of the provinces in deciding the 
figures of their closing balances. In ail the provinces, the 
Provincial Acts empower the Local Governments to presciibe the 
minimum closing balances for these bodies. In some provinces 
such as the United Provinces, the Punjab and the Central Pro- 
vinces, Local Governments have laid down definite sums of money 
as the necessary minimum balances. In others such as Bombay 
and Assam a certain percentage of the income is prescribed as 
the minimum necessary for closing balances. It is only in Bengal, 
Bihar and Orissa that it is laid down that “ it should not be less 
than the total average charges for two months.** This shows 
that most of our Provincial Governments are not quite alive to the 
principle that should underlie their policy of determining the 
closing balances for these local bodies. And even in those pro- 
vinces where the correct principle is laid down, the local bodies 
concerned do not seem to follow it in practice. Thus in Bengal 
and Bihar and Orissa, the figures of closing balances should bear 
a relationship of 17 per cent to the total expenditure chargeable to 
current income, but it is 27 per cent and 38 per cent respectively 
in the case of local boards, and 28 per cent and 27 per cent res- 
pectively in the case of muiiicipal boards. 

Tear after year the reviews of the various Provincial Govern- 
ments on the working of these bodies, and the reports of the 
Examiners of Local Funds Accounts have been adversely comment- 
ing upon this, and yet no action is being taken. Sometimes, in 
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juati&oaiioa, it i« uiq^ed tliat aa the OoTernment grants for the 
various items of expenditure are received late in the year, it 
becomes impossible to spend the whole of them and they go to 
swell up the closing balances. There is absolutely no doubt that 
this factor is responsible to a certain extent, and as in the state- 
ments of Income and Expenditure there is no system of showing 
such items separately we cannot say for how much such grants 
are responsible. But the broad fact remains that our local bodies 
are not quite alive to their responsibility in this matter, and our 
Provincial Governments would do well to lay down some such 
general principle as is adopted by the Governments of Bengal and 
Bihar and Orissa for the guidance of these local bodies in determin- 
ing what their closing balances should be, and then to see at the 
time of audit that it was being followed instead of laying down 
a mere minimum which makes it possible for the local bodies to 
pile up their closing balances, and lose interest on the money that 
should have been profitably invested to earn interest for the tax- 
payer. 

If there is one thing more than any other upon which all 
the Provincial Governments in their reviews of the working of 
local bodies agi^ee, then it is that for want of funds the activities 
of the local bodies are being arrested. The reports of individual 
local bodies indicate that when they have mentioned this lack of 
funds with profuse regrets and added a sentence or two on the 
unsympathetic attitude of the Provincial Government in the 
matter of grants, they have done their duty. While the Provincial 
Governments feel satisfied when they have passed a stricture or 
two on the refusal of local bodies in general to tax themselves 
for securing larger funds so sore*ly needed. There is no indication 
either on the part of Piwincial Governments or on the part of 
local bodies that the financial position of these bodies could be 
improved by a judicious use of the existing resources for their 
various needs. If these local bodies were quite keen and alive 
to their responsibilities in the matter of development in various 
directions, we could hardly have the phenomenon of excessive 
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closing balances. The fact is that none of them has a definite 
programme of development chalked out for itself, and none cares 
to regulate its finances on the broad principles of Public Finance. 
It is an elementary dictum of all public finance, whether Imperial, 
Provincial or Local, that expenses on items of expenditure that 
are of' a non-recurring nature and that when finished yield a 
regular income either in services or in money for yoai’s to come, 
should as far as possible be met out of borrowed funds, and not 
out of the current revenue. The justification for this dictum is 
two-fold. Firstly, it there me some local undertakings such as 
the provision of clear water, electri'^ity, or roads, for the us© of 
which the local authority levy some soit of rate or fee and which 
are not intended to be supplied freely for a community, ;.hon it 
is but reasonable that the comm unity should bear not only the 
initial cost, but also the interest charges on the capital expended 
in the first instance together with repair and depreciation charges. 
Secondly, there are some undertakings which the local authorities 
should and do undertake for the benefit of the people as a whole 
and from which they expect no regular income such as the build- 
ings for hospitals and dispensaries for the poor, and free and 
compulsory education for the children of all. Put these buildings 
when once constructed last for a time, and the results from better 
health and education become manifest in the shape of greater 
current income only in years to come, and therefore it stands to 
reason that the whole cost of their construction should not fall on 
the present generation. And the only way to make the future 
generations pay is to construct these out of borrowed funds, and 
then to pay them out of the current income in small instalments 
spread over a number of years. Instead of this what we find 
is that most of the capital expenditure is met out of the current 
revenue supplemented by Government grants. Thus out of 767 
municipalities (exclusive of Presidency Municipalities) in India, 
only 164 are indebted. While out of 254 district boards only 83 
are indebted. This means that in those municipalities and district 
boards which are not at all indebted all sorts of expenses whether 
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ordinary or capital are met from the general revenues and Gkrrern- 
ment grants. While only in those municipalities which are in^ 
debted some recognition of the principle laid down may be 
expected. In none of the provinces except Madras is that data 
available which could give us an idea of how the total capital 
expenditure is met from different sources, such as loans, grants, 
contribntions, and ctnrent revenue. In Madras, we find the con- 
dition of capital expenditure as explained below. In the case of 
district boards we find in 1925-26 that the total capital expendi- 
ture of 52*18 lakhs was met as follows : 

12*5 lakhs from Service Receipts 
4*88 ,, ,, Endowments and Contributions 

9 (X) ,, ,, Government Grants 

and 20*34 ,, ,, General Revenues 

Wliile in the cavse of municipalities the total capital expenditure^ 
(1926-27) amounied to Rs. 44*88 lakhs, and was met as follows: 

2*47 lakhs from Service Receipts 
10*39 ,, ,, Endowments and Contributions 

11*40 ,, ,, Government Grants 

16*51 ,, ,, Loans 

and 4*11 ,, ,, General Revenues 

If the district boards and the municipalities instead of spend- 
ing 20*34 lakhs, and 4*11 lakhs respectively from the general 
revenues on capital expenditure on items which are capable of 
yielding service receipts, were to spend these amounts as a basis 
of securing loans, they could have secured 339 lakhs for further 
development in districi boards, while 68^ lakhs for development 
in inunicupalities, at 6 per cent per annum. This is but an isolated 
instance to show what these bodies could do if they were to carry 
out well-thought-out development schemes through borrowed funda, 
and meet the charges for sinking fund and interest from the 
service receipts and the general revenues. 
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It is needless for me to recall that in our towns as well as 
in the rural areas there is yet vast room for development schemes 
of waterjsupply, communications, drainage and so forth, and that 
it is impossible to provide money for all these to any .appreciable 
extent from the general revenues or from the Government grants, 
and that unless borrowing on scientific lines is resorted to, the 
problem of development must remain unsolved. That in most of 
the provinces there exists a margin of general revenues in the case 
of district boards is evident from the figures in column 3, Table 
D. The same is true of municipalitiefc> in Assam, Bengal, Bihar 
and Orissa and Burma, where we have a positive balance of revenue 
after meeting all the recurring items of expenditure, the loan 
instalments due, and the contributions towards the sinking fund 
on the loans already contracted. (See Table C.' In the remaining 
sir provinces which have a negative balance there are some pro- 
vinces like the United Provinces which have absoilutely no margin 
for raising further loans, w^hile others such as the Punjab where 
the negative balance L rather apparent fhan real. In the United 
Provinces, the minus balance is met partly from the sale of 
securities and partly from the proceeds of a big loan of more than 
lakhs of rupees, and that is why I am inclined to think that 
in this province there is the real problem of over-spending in an 
unthoughtful way. The same seems to be true of Bombay and 
Central Provinces. While in the Punjab, the minus balance of 
more than 10 lakhs is easily met almost half and half from the clos- 
ing balance and the sale of securities indicating thereby that the 
financial position is on the whoile sound. Tlie same seems to be the 
case with N.-W.F. Province and Burma. And even in the three 
provinces of U.P., C.P., and Bombay an analysis of individual 
municipal finance shows that this unhealthy situation is the result 
of excessive capital expenditure on the part of a few big muni- 
cipalities such as Lucknow in the United Provinces. The 
Examiner, Local Funds Accounts, remarks about this municipality 
that At Lucknow, the expenditure of the year exceeded the 
income by over Es. 33,000 while the closing balance, 
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Rs. 2,14,871 after deducting the unspent balances of loans and 
grants aggregating Es. 2,48,111, comes to a deficit fighre of 
Rs. 33,240. If the amounts of earmarked items and unpaid trills 
of the year, the total of which comes ^to Rs. 85,861, be taken 
into account, the debit balance would rise to Rs. 1,19,101. From 
this it is manifest that the municipality has become bankrupt/' 

. The same is true of Cawnpore in the United Provinces and 
Amraoti in the Central Provinces. 

The impression created on one's mind after going through 
the financial statements of the local bodies whethW of the prosper- 
ous or of tlie bankrupt variety is that they do not regulate their 
finances on the approved financial principles of public bodies, but 
on simple domestic economy lines. They forget that though ,Jn* 
a private person it is considered creditable to have a substantial 
Savings Bank Account and substantial investments in securities, 
the presence of these very items in the accounts of a public b^cj^ 
beyond anything that may be needed to meet the debt liabilities 
is looked upon as an indication not only of bad finance, but allso 
as lack of enterprise. It is high time that our local bodies leArn 
to regulate their income for each individual year according to the 
estimated expenditure of that year by raising or lowering the rates 
of taxes that they charge from the public. Because if this is 
done not only would their finances become up-to-date and progrei- 
sive, but their budget discussions also would acquire a practical 
significance which would lead the members and the general tax- 
payer to take a lively interest in them, and the general affairs of 
the local bodies. 
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CENTRAL AND PROVINCIAL FINANCIAL 
RELATIONS IN INDIA 


BY 


S. V. Ayyaa, 

Dacca V r i^'crs i 


SUMMARY 

The Paper traces in brief outline the historical development 
of the relations between the Government! of India and the Provin- 
cial Governments siiKe 1870 rie*ht up to the present day. It is 
divided into two' sections — the ])criod before the Reforms and the 
period after the Reforms. Wherever possible references to the 
constitutional documents have been made. 

The latter part of the Paper is a little critical of the present 
position and takes the view that the work of the Provincial Govern- 
ments is as important, as, if not more important than, the work 
of the Government of India, and pleads for a further inquiry 
and re-adjuvstment of finances in favour of the Province® so 
that a great impetus may be given to the progress of Education, 
Public Health and Agriculture. Retrenchment in the Central 
Government military expenditure up to a minimum of 5 crores is 
recommended and an imposition of an additional 4 per cent duty 
on* cotton imports is also recommended. The Paper also advocates 
a reconsideration of the arrangements made with the Railways in 
the matter of the contributions to Central Revenues. These sug- 
gestions may be expected to give the Government of India a little 
over 12 crores, and the transfer of the Income Tax to the Provinces 
is recommended. In the alternative the transfer of education to 
the Central Government is suggested. 

Reilevant statistics from the Statistical Abstract of British 
India are given in Appendices to enable the reader to appreciate 

B45 
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the growth of Revenue and Expenditure since , the introduction 
of the Reforms. 


The financial relations between the Central Government and 
the Governments of the Provinces in India have naturally follow- 
ed the political relationships and re- adjustments of these author- 
ities 'during the half-century and more that followed the Indian 
Mutiny. The centralisation of Government at the centre, which 
was natural, left the Provincial Governments little initiative in 
the matter of finance. The whole organisation and control of 
revenue and expenditure was under the Central Government. 
Even in 18G0, it was realised that this centralisation was ‘ regard- 
ed with feelings of aversion by the local governors whose powers 
it curtails and with whose act it interferes.’ In 1862, this system 
was characterised as one of ‘ barren uniformity and pedantic 
centralisation.’ In 1870, the Governor-General-in-Council cam© 
to the following conclusion on Provincial Finance : ‘ It happens 

that the Supreme and Local Governments regard from different 
points of view measures invoilving expenditure ; and the division 
of responsibility being ill-defined, there occur conflicts of opinion 
injurious to the Public Service. In order to avoid these conflicts, 
it is expedient that, as far as possible, the obligation to find the 
funds necessary for administrative improvements should rest upon 
the authority whose immediate duty it is to devise such measures. 
The Supreme Government is not in a position to understand fully 
local requirements; nor has it the knowledge necessary for the 
successful development of local resources. Each province has 
special wants of its own, and may have means for supplying them 
which could not be appropriated for Imperial purposes.’ From 
1870 therefore, the Provincial Governments were to get specific 
annual grants from the Imperial revenue and were given financial 

Note. — The words ‘ Local ’ and ‘ Provincial ’ have been used as synonymous 
as applying to Provincial G^ov^rnments in India throughout the Paper, 
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control of certain ‘ Departments of Administration in which they 
may be supposed to take special interest ^ as the following : 


Jails 

Registration 
Police 
Education 
Medical Services 

(Except Medical Estab- 
lishments) 


Printing 

Roads 

Civil Buildings 

Miscellaneous Public Improve^ 
ments 


Under this scheir-e known as Lord Mayors Decentralisation scheme, 
the Jjocal Governineiits might take in "^he ’’eceipts from the above 
heads, and might use as they pleased any surplus but had to make 
good any deficit resulting from theiv ai^.-aini.>tratioii. It was 
however soon realised that provincial responsibility had been ‘ ex- 
tended in expenditure, but not in the sources of Income/ The 
contract system of 1877 went a step further. 

The system of 1882 was based on the resolution of the Govern- 
ment of India on the extension of Provincial Finance (September 
30, 1881, No. 3353). The principle embodied in this was that 
‘ instead of giving Local Governments a fixed sum of money to 
make good any excess of provincialised expenditure over provin- 
cialised receipts, a cei’tain proportion of the Imperial revenue of 
each proviru'e should be devoted to that object.’ Certain heads 
as few in number, as possible, are wholly or with minute local 
exceptions only, reserved as Impeiial ; oithers are divided in pro- 
portion for the most part equal, between Imperial and Local; the 
rest are wholly or with minute local exceptions only, made Pro- 
vincial. The balance of transfers being against the Local 
Governments is rectified for each province by a fixed percentage 
on its Land Revenue. It .was claimed by the Government of 
India that this was an improvement on Lord Mayo’s system 
for ‘ the Provincial Goveniments would be given a direct interest, 
not only in the provincialised revenue, but also in the most im- 
portent item of Imperial revenue raised within their own prq- 
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vince/ Section 13 of the Government of India resolution 
provided that ‘ the Imperiail and Provincial Governments should 
have joint and equal interests in the net revenue from Forest, 
Excise, Assessed Taxes, Stamps and Eegistration/ The Imperiail 
Government was to claim no share in the Revenue from Provincial 
Rates. 

The contracts of 1887 and 1892 and 1897 did not enunciate 
any new principle but merely consolidated certain rules* and 
regulations for the better organisation and working of the system. 

In 1904, it was realised that the periodic revisions ‘ interfered 
not only with the continuity of provincial finance, but also provid- 
ed opportunities for extravagance.’ It was also found that the 
system might lead to the absence of any harmonious adjustment 
of finances at the time of such revisions. 

The system of 1904 aimed at the introduction of an element 
of permanency into the settlements and the idea of a five-year 
revision was abandoned though the Government of India reserved 
the right ‘ to revise the settlement! of any or all provinces at 
any time in case of necessity.’ 

In a resolution dated 18th May, 1912, on Provincial Finance, 
Jfo. 27-F., the Government of India deduced what in their opinion 
w^as the * theory ’ of the settlements. “ Its institution,” they 
said, “ represents an attempt to soh^e a problem which must 
always arise where there exists a Local Government in complete 
or partial subordination to a Central authority. In India where 
the great bulk of the revenues of the country is collected in, and 
credited in the accounts of, the various provinces, the proldem 
resolves itself into the question how the Central Government can 
best be supplied with resources to meet the charges of the services 
which it must of necessity administer. To meet its own expendi- 
ture, the Government of India retains, in the first place, the 
entire profits of the commercial departments and secondly all the 
revenue whose ^ locale ’ is no guide to its true incidence such as 
the net revenue from customs, salt and opium. The income 
derived from these sources is insufiicient to cover the cost of the 
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Imperiail services, and an arrangement had therefore to be made 
by which the other sources of revenue should be distributed be- 
tween the Central and "the various Provincial Governments/* 

In coming to conclusions on the problem of the Relation of 
Central to Provincial Finance the Government of India in 
1912 had the advantage of the Report of the Royal Com- 
mission on Decentralisation. They decided ‘ to introduce as 
great a degree of finality as possible into the financial rela- 
tion of the Imperial Governmeni with the Provinces.* They 
wrote : ‘ If Provinces could be provided, once and for all, 

with settlemento so framed that Local Governments could 
develop their administration, fiom their own assigned re- 
sources and could fairly be vvarned that they must not, except 
in cases of unusual calamity, expect assistance from Imperial 
funds, the task of the Government of India would be considerably 
simplified.* 

The Government of India*8 opinion on the question of lump 
gi'ants to Provincial balances by ihe Central Government is in- 
teresting. ‘ Such grants have frequently been given to individual 
provinces, in order either to admit Local Governments to a share 
in an exceptional increase of prosperity, or to afford the means 
of financing a policy which commends itself to the central 
authority.* In spite of an amount of criticism of what was termed 
the ^ policy of doles * before tha Decentralisation Commission 
both the commission and the Government of India were agreed 
that the total abolition of * doles ’ was impracticable. 

Even in these years complaints about the inequality of these 
settlements were not uncommon. The Government of India ad- 
mitted the extreme difficulty of giving any conclusive reply to 
these complaints. ‘ The supposed inequality of treatment, if it 
exist at a)ll,* they wrote, ‘ h historical and inevitable rather than 
the outcome of administrative impartiality.* At every periodical 
review the poorer governments have pressed their grievances and- 
the haggling of a quarter of a century has established a rough^ 
equity which could not now be replaced by theoretical calculations. 
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And so it was that in the 1912 attempt at permanency no radical 
alterations in the then existing settlements w^ere made. 

Such then, in brief, was the position in the matter of the 
financial relations between the Central and Provincial Govern- 
ments which was reached just before the War. The Reforms 
scheme brought a new ‘ angle of vision ’ altogether. The dis- 
tinguished authors of the Report on Constitutional Reforms 
recommended a further decentralisation and for a division of 
sources of revenue as between the Central and Provincial Govern- 
ments. They wrote (p. 131) : ‘ Above all we saw that the existing 
financial arrangements between the central and local governments 
must be changed if the popular principle in government is to have 
fair play in the provinces. The present settlements by which 
the Indian and Provincial Governments share the proceeds of 
certain heads of revenue are based primarily on the estimated needs 
of the provinces and the Government of India disposes of the 
surplus. This system necessarily involves control and interference 
by the Government of India in provincial matters. Our idea is 
that an estimate should first be made of the scale of expenditure 
required for the upkeep and development of the services that clear- 
ly appertain to the central sphere, that resources with which to 
meet this expenditure should be secured to the Central Government 
and that all other sources of revenue should be handed over to 
the Provincial Governments which will thenceforth be responsible 
wholly for the development of the provincial services.' 

The report recognised the difiiculties of the task, for in 
essence the main improvement suggested by the ‘ authors ' was 
the abolition of divided heads, and so arranging the separate 
sources of revenue as would be sulficient for the needs both of the 
Central Government and the Local Governments. They recognised 
that provincial contributions for financing the Central Budget 
would be necessary on the basis of their recommendations and a 
small committee of experts was appointed to work out details of 
financial adjustments. This committee presided over by Sir James 
(now Lord) Meston made specific recommendations about the 
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actual amount of contributions from each of the; provinces to the 
Central Government. The authors of the Report on Constitutional 
Reforms were afraid that no decision could satisfy all the provinces 
and they therefore recommended that ^ it should be one of the 
duties of the periodic connnission which we propose should be 
appointed to examine the development of constitutional changes 
after ten years* experience of their working, to re-investigate 
the question of provincial contributions to the Government of 
India. 

The Mestoii Committee recommendations pleased v«ry few 
Provincial Governments. They had undertaken a difficult task. 
The ‘ historical * difficulties stood in ire way and tlie committee 
felt that they had no authority, t(i criticise the military and 
financial policy of the Governr'.ent of India. They recognised the 
limitations of their task but valiantly proclaimed : ‘ In arriving 

at this ratio ve have taken into consideration the indirect contri- 
butions of the provinces to the Government of India and in parti- 
cular the incidence of the customs duties and income tax. We 
have inquired into the relative taxable capacities of the provinces 
in the light of their agricultural and industrial wealtli and all the 
other relerdnt incidents of their economic positions including 
particularly their liability to famine. It should be observed that 
we have considered their taxable capacities not only as they are 
at the present time, or avS they will be in the immediate future, 
but from the point of view also of the capacity of each province 
for expansion and development agriculturally and industrially and 
in respect of imperfectly developed assets such as minerals and 
forests.* When one remembers that this committee was appointed 
on the 5th February, 1920, and completed their report on the 
Slst March, 1920, we are reminded by their claims of Nietzsche*8 
* Super-Man.^ ; 

The Meston recommendations are now past history. The com- 
mittee made two sets of recommendations — one for contributions 
for the year 1921-1922 and the other which was to be a standard 
so long as Provincial contributions had to be paid. Its was provid- 

F. 19 
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ed that when for any year the Government of India determines 
as the total amount a vsum smaller than that payable in the preced- 
ing' year, a reduction is to be made in the contributions of those 
Local Governments only whose last previous annual contribution 
exceeds the proportion specified below of the smaller sum so deter- 
mined as the total contribution, and any reduction so made is 
to be proportionate to such excess : 


Madras 

... 17-90 ths. 

Bombay 

... 13-90 ths. 

Bengal 

... 19-90 ths. 

U. P. 

... 18-90 ths. 

Punjab 

... 9-90 ths. 

Burma 

... 6J-90 ths. 

C. P. 

5-90 ths. 

Assam 

... 2J-90 ths. 


Tlie one point that is bound to strike the student of Finance 
is this, that revenue sources or the amount of revenue of any 
Government, whether provincial or central, must have some 
definite reflation to the function or functions which some authority 
has to discharge. With the growth of a sense of provincial 
responsibility and with the necessity for decentralisation of func- 
tions to provincial authorities provision had also to be made either 
to assign revenues to Local Governments either by a separation of 
sources or other means. The Government of India Act provided 
in Appendix B, Devolution Eules, Schedule I, Part I, a list of 
central subjects. The chief of these are: 

1. Defence of India, and all matters connected with His 
Majesty’s Naval, Military and Air Forces in India, 
or with His Majesty’s Indian Marine Service, or 
with any other force raised in India other than 
military and armed police wholly maintained by 
Local Governments. 
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2 . External Relations. 

3. Relations with States in India. 

4. Political chargt s. 

5. Posts, Telegraphs, Telephones including Wireless In- 

stallatioiis. 

6. Customs, income tax, salt and other all-India sources. 

of revenue. 

7. Currency and Coinage. 

8. Public Dtibt of India. 

9. Emigration from immigration into lirilish India. 

Apart from the administration (,f Uie above, there are a number 
of other subjects whicli have been specified as under the Govern- 
ment of India. 

Schedule IT of the Devolution Rules gives us a list of Provin- 
cial subjects, the chief of which are; 

1. Local self-government, 

2. Medical administration, including hospitals, dispen- 

saries and medical education, 

3. Public health and sanitation, 

4. Education, 

5. Public Works, 

6. Water-supplies, irrigation and canals, drainage and 

embankments, water-storage and water-power, 

7. Land revenue administration, 

8. Famine relief, 

9. Agriculture, 

10. Co-operative societies. 

There are of course a number of other subjects classified under 
provincic^l g^dmiiiistr^itiion, 



354 


S. V. AYYAR 


Tliifi Paper does not propose to discuss anything about the 
authority that ought to administer the collection of revenue or 
even of the propriety of transferring to Local Governmentls parti- 
cular subjects or vice versa. The object is only to examine 
whether the traiisfei' or division of functions as between the 
Central and Local Governments has been done with a view to the 
jjroper and efficient discharge of the responsibilities vested by law 
in the various administrations. 

A survey of piovincial subjects indicates without a shadow 
of doubt lliai the provinces require a continually expanding source 
of revenue, and also that other things remaining tlie same, the 
proper admiiiistiation of the responsibilities of Provincial Govern- 
ments in the matier of providing proper water-supply, irrigation, 
education, and medical relief is of vital importance to the popula- 
tion of tlie country. There is no doubt that defence is necessary, 
as much as tlie post and tlie telegraph, but life is more important 
still. If Provincial Governments starve their constructive 
activities to provide proper facilities for effective existence, the 
defence of the country becomes an illusory protection to the masses 
who suffer from want of adequate food, medical relief, and other 
such important things. The fund ions of the Central Government 
are undoubtedly of first class importance, but from the economic 
standpoint the functions of the Lo(*al Government which the 
Government of India Act expects the Local Governments to under- 
take are no less important. 

How then can we pool the resources of the country so that 
a mere equitable arrang'ement may be possible? There is no doubt 
that the matier is urgent, and even if the Simon Commission does 
not recommend political changes, if its inquiry will lead to a 
better division of the resources that would be a distinct advantage 
to the country for the Provinces must go ahead in the matter of 
their expenditure on Education, Sanitation and Agriculture. 

The Agricultural Commission has made a very * big ’ report 
running into 675 pages, and the total cost of the Commission has 
been calculated at about Es. 13,72,734. If the Gove^rnment is 
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sincere about Agricultural progress, and if this expenditure on 
the Commission is to be justified, there is no doubt that an amount 
many times more than that spent on the Eoyal Commission would 
have to be spent in each of the provinces in India. On p. 672 
they write : ‘ The demand for a better life — in rural areas — c^aii 
in our opinion be stimulated only by a deliberate and concerted 
effort to improve the general conditions of the country side, and 
we have no hesitation in affirming that tht respomihility for ini- 
tiating the steps required to etfect tnis improvement rents with the 
Gocernmmf. If the inertia of centuries is to be overcome, ft 
is essential that ull the resources at the disposal of the state should 
he brought to bear on the problcw of ruifd uplift,^ The (V>in- 
mission are also very sirong on ths question ot' the development of 
Co-operative Societies. They write, ‘ We iiLve no hesitation in 
recording our belief that the gi'eatest hope for the sal- 
vation of the iiiral masses ^rom their crushing burden 
of debt rests in the growth and spread of a healthy and well-or- 
ganised Co-operative movement based upon careful education and 
systematic training of the villagers themselves. If the rural 
community is to be contented, happy and prosperous. Local 
Governments must regard the Co-operative movement as deserving 
all the encouragement which lies within their ixiwers to give/ 
There is no end of advice to the provinces as to what they might 
or not do or what they might do better. But where is the 
elastic source of revenue for such eflastic demands which grow 
with every year. 

Thanks to Sir Basil Blackett, the Provincial contributions 
have, let us hope, been abolished permanently. But this is small 
relief except for certain provinces like Madras and the United 
Provinces. In presenting the Budget Estimate for 1928-29 Sir 
Basil said, ‘ What this budget does is to provide a surplii;^ sufficient 
finally to extinguish the Provincial contributions. The Provinces 
have now no further fears of a counter-attack. They can proceed 
to carry out the great task allotted to them in the governance of 
India with the knowledge that no part of the revenues at their 
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disposal will be diverted to the Centiral Government’s purse. Sir 
Basil also expected a recurring surplus for the Government of 
India which ‘ they will be free to turn to new directions in which 
money can be usefully laid out for India’s advancement.’ 

BTow is the time to consider the question of financial relations. 
The Simon Commission is sitting in the country, the Government 
of India have a ‘ balanced ’ budget, and the provinces have yet 
their demands imperfectly satisfied. So far as the sources of 
revenue are concerned, the Government of India’s chief items are: 
Customs, Income Tax, Opium, Salt, Contributions from Railways, 
Miscellaneous. ITie Provinces have Land Revenue, Excise, 
Stamps, Forests, Registration, Misceillaneous. 

The figures given in Appendix A guve the details of Revenue 
of the Government of India as also the Expenditure for the period 
from 1921 up to the present time. [Appendix B gives similar 
figures for tlie Provincial Governments except Burma.] 

One thing will l>e clear from the figures. The Provincial 
Governments have not been able to find adequate revenue for any 
great activities from current revenue and their expenditure has 
necessaiily to be regulated to their income. The Central Govern- 
ment has, however, t)een able to find at least in some degree an 
elastic source in Customs and Income Tax. There is no doubt 
Permanent Settlement in Bengal which considerably affects the 
revenues of the province, compared with other provinces, but on 
the other hand Bengal has made attempts to improve her taxation 
in other directions. Still it is a fact that Bengal’s income and 
expenditure are ridiculously out of proportion to her needs. Of 
the major provinces Bengal has the least revenue and spends least, < 
whilst her demands are as great as, and even greater than, the 
other provinces. There is no doubt that more money must be 
found for the provinces and more evspecially Bengal, No doubt 
if the time comes when the Permanent Settlement can be repealed, 
Bengal would come into line with other provinces and add a few 
more crores to her revenues. But still the Provinces ‘as a whole 
would need more and more revenue for their vital and growing 
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needs. Already so far as incon^e tax is concerned, it is a sort 
of divided-head between the Government of India and the Pro- 
vinces.^ It appears to me that as a first step in providing an 
additional source of revenue to the Local Govenunents, the In- 
come Tax while being administered by the Central Government 
may be transferred to the Provinces. The result wnll be that a 
sum of 15 crores or near about that would be released every year 
for the development of important improvements in Provincial 
areas. The Provinces would get the amountp marked opposite 
their names as additional revenue: 



li come Tax.. 

Bure* Tux. 

Total. 

Madras 

.. 1,13,89,129 

18,72.140 

1,32,77,192 

Bombay 

... 2,48,56,‘>91 

72,54,360 

3,21,11,310 

Bengal 

... 3,24,48,850 

2,45,40,572 

5,69,90,268 

U. P. 

59,24,465 

14,67,5n 

73,91,976 

Punjab 

03,26,737 

5,60,588 

68,87,325 

B. & 0. 

38,61,792 

18,30,121 

66,91,913 

C. P. 

31,59,809 

• 7,15,836 

38,75,705 

Assam 

17,98,107 

3,34,023 

21,32,190 


(Finance and Revenue Accounts of the Government of India for the 
year 1926-27.) 

The queslion may well be asked: what about balancing the 
Central Budget if this 15 and odd crores are taken over to the Pro- 
vinces. A way out should not be difficult. Retrenchment of the 
CentraJl Govemineni’s expenditure should have to be made and even 
if the Inchcape Committee’s recommendations are adopted in the 
main, some saving is bound to be. Secondly, as Prof. Seligman 
pointedly suggested to the. Taxation Enquiry Committee, we 

1 Under Rule 13 of the Devolution Buies, as it stands at present, whenever 
the assessed income of any year of any province exceeds the assessed income of 
1920>21, the Local Government of that province is credited with an amount cal- 
culated at three pies in each Bupee of the amount of such excess. 



S5S 


S. V: AVYAH 


must examine^ if anything can be done with the Tariff and if we 
can get a higher revenue there. 2 We might also examine the sug- 
gestion of Selignxan for the introduction of what he calls a ‘ busi- 
ness tax ’ in India and explore the possibilities. 

It appears to me that a ‘ rough ’ balancing may be made 
possible by the following arrangement : The military expendi- 
ture should be brought down to 50 crores, an additional duty of 
4 per cent be levied on cotton imports into India; and thirdly a 
re-arrangement be made to divert more of the surplus profits of the 
railways to general revenues. The saving on the military would 
give us at least 5 crores, the Textile Tariff Committee estimated^ 
the 4 per cent additional duty to bring in at least 5 crores in the 
three years from 1927-28, and if the Central Government insists 
on diveiting less to the Reseiwe Fund of the Railways, they might 
appreciably increase their share from Railway profits.^ An addi- 
tional 3 crores contribution to central finance from Railways is 
not a difficult possibility. If we examine the problem impartial- 
ly, it will be found that the Central Government would not appre- 
ciably suffer, whereas the Local Governments could forge ahead 
and might reduce dirt, disease, and death from many areas in 
India, thus increasing the taxable capacity of her people by 
making* them less unhealthy and more educated. 

If, however, the Government of India is unwilling or unable 
to transfer this source of revenue to the Locail Governments, the 
next best thing would be for the Central Government to take back 
‘ Education ’ as a central subject and find the necessary amount 
for expenditure on the growth of education. [The details of the 
figures of expenditure on Education in the different Provinces 
are given in Appendix C.] It will be found from the latest figures, 
that of 1926-27, that the Provincial Governments have to spend a 
little over 11 crores for the ‘ discharge of their responsibility for 

ZBeport, Taxation Enquiry Committee, Vol. II, p. 9. 

3 Report, Tariff Board (Textiles), p. 200. 

4 Vide Appendix D. 
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the spread of Education/ Thfere is no meaning in saddling Pro- 
vincial Governments with the responsibility for administration of 
very responsible subjects vMierein a bold and forward policy would 
be the only possible couise, and providing them with inelastic 
sources of revenue, l^he expenditure of only 2 erores on ‘ Agri- 
culture * in India l>y all the Provincial Governments together is 
a veritable scandal. No wonder that the Agriculturist knows 
mighty little of the Department or its activities in the different 
provinces. The expenditure on ‘ public health ’ by all the Pro- 
vinces does not exceed 2 erores. No doubt retrenchment of ex- 
penditure in the Provinces would be ms much necessary as in the 
Central Government, but even when every re-adjustment is made 
Provinces would require ever-growing sources of revenue. I do 
not agree that the re-transfer education to tne Central Govern- 
ment is an ideal solution, but it appears the best under the circum- 
stances. It has at least this merit that the Government of India 
would be Cijinpellled to have their full share of responsibility for 
the uniform development of Education all over India, and might 
in some w^ay remedy the ill-regulated and un-co-ordinated attempts 
at developing Education by Provincial Governments with extreme- 
ly limited sources of revenue to expand their activitie^s. Additional 
revenue for the Central Government may yet be found in a limited 
degree by a re-adjustment of the faulty system for the due dis- 
charge of its ‘ legitimate ' responsibilities. The field must be 
explored. 


F. 13 



APPENDIX A 

Revenues of the Government of India {Main Items) 


360 


8. V. AYYAB 



APPENDIX B 

Revenues of the Provincial Governments 
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— will be noted that Provinces have not b»ien able to incrt-ase their revenue or expenditure to any " erious degree in 
number of cases. 



Expenditure on Education from Government Funds 


g. V. AYYAR 



N,B , — It is hardly necessary to point out the expenditure on education from Government Funds is ridiculously inadequate to 
educate the masses of the population even in the rudiments of the 3 R’s. The disproportion of the application of even 
these limited resources is found in the fact that Primary Education is starved *and University Education receives 
greater attention at the expense of the less pretentious but equally necessary preparation for life. 

[Statistics of British India (Fifth Issue) ; Finance and Accounts of the Government of India, 1926-27.] 
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AF’PBNDIX D. RAILWAYS 


Note: 

(1) In consideration of the Railway finances being separated from the general 

finances of the country, the general revenues receive a definite annual 
contribution from Railways which is the first charge on the net receipts 
of Railways. 

(2) The contribution is based on the capital at charge and working results of 

commercial lines and is a sum equal to one cent on the capital at 
charge of commercial lines at the end of the fina.icial year next but one 
preceding, plus one-fifth of any surplus profits remaining after payment of 
this fixed return, subject to the condition, that if in j-ny yoar Railway 
revenues are insufficient to proviae the percentage of one per cent on the 
capital at charge, surplus profits ‘n .he rsxt or subsequent years will 
not be deemed to have accrued for purposes of division until such 
deficiency has been made gooa, 

(B) Any surplus remaining after this payment is can >( d to a Railway Reserve 
provided that »f the amount available for transfer to the Railway Reserve 
exceeds in any year thiee crores, only two-thirds of the excess over 
three crores is transferred to the Railway Reserve, and the remaining 
one-third acc-ues to general revenues. 


Railway Statistics 


Years. 

Contribution 
to Central 
Revenues. 

Depreciation 

Fund. 

Reserve Fund. 

Remarks. 

1926-26 ... 

5,09,38,083 

10,66,87,999 

3,79,30,973 


1926-27 ... 

6,00,86R86 

11,04,11,000 

2,70,07,000 


1927-28 ... 

6,48,08,465 

11,60,00,000 

4,75,00,000 


1928-29 ... 

6,50,00,000 

... 

3,60,00,000 



iVo#s.«~It may be noted that the Finance and Revenue accounts of the 
Government of India for 1926-27 give 11,27,62,861 as the total balance on 
Slat March, 1927, which with 3,60,00,000 make up a total of Rs, 16 crores on the 
81 st March, 1928, in the Railway Reserve Fund. 
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The Depreciation FuikI shows a credit of 8,68,40,481 on the Slst March, 
1927. It may be pointed out that since proper provision is made for * Deprecia- 
tion ’ it is hardly necessary to develop a big Reserve Fund from revenues, and 
the General Revenues may well claim an increased share of contribution. 
The whole arrangement may be reconsidered with a view to securing to the 
general Revenues a sum not very much below 10 crores annually. This may 
be done either by increasing the percentage contribution from one to two 
per cent or by increasing their share of the surplus. 



A REVENUE SYSTEM FOR INDIAN CENTRAL 
AND PROVINCIAL GOVERNMENTS 


UT 

T. K. Shahani, 

Samardns C(dleg3, B! acragar, 

AVitb tlie advent of tlie Simon Oomi iIssioai the question of a 
well-adjusted Ke\enue system fgr India has again come to the 
forefront; for no constituiion, however well devised, can produce 
a workable scheme of (ioverament without the support of an ade- 
quate machinery of Public Finance. I'lie Muiitford recommenda- 
tions as ultimately adopted by the Meston Settlement, no doubt, 
took the first step in placing the financial relations between the 
Central and Provincial Governments on a federal basis; but with 
the best of intentions they failed to give satisfaction to everybody 
and caused, in the case of some provinces at least, a sense of deep 
discontent which must necessitate a revision of the settlement. 
Since the inauguration of the settlement quite a volume of criticism 
has been levelled against it by the Press and the different Legis- 
latures and Governments of the country; but no satisfactory 
solution has yet been offered from a place of authority. The 
writer of this paper was among the first critics of the Meston 
Settlement ; for even before the scheme had come into operation 
and the Provinces had started their tale of woe, he had, as a student 
of Federal Constitution and Federal Finance, seen some funda- 
mental defects in the scheme which augured ill for its success. 
As the result' of a little study of this subject he, on two successive 
gccasions (December, 1920 and March, 1922) read, on this theme^^ 
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papers from the platform of the Indian Economic Conference at 
Allahabad and Patna which were duly printed in the Journals 
of that Society ; but as the principles enunciated therein have not 
yet had sufficient publicity, the wiiter ventures a^ain to put forth 
his views before the Economic Conference in the hope of their 
being helpful to the future framers of a Revenue system for India. 

To ni)pi’eciate our difficulties in devising a Revenue system 
suitable and adequate for all our Governmental agencies, we ought 
first to realise the peculiar type of Government we in India are gra- 
dually evolving to which there is lio exact parallel in the history of 
the world. The financial system of a country bears a close rela- 
tion to the nature and form of its Government. British India 
of the days of the East India Company took nearly 80 years after 
the battle of Plassey to control the centrifugal tendencies of the 
place and centralise all Govern|pental finance and legislature in 
the hands of the Governor-General-in-Council at Calcutta. To 
give this vast country a sense of national consciousness and 
solidarity it was necessary to focuss all Government in one centre 
and give it a thoroughly unitary bias which India had never before 
witnessed. Administrative and legislative convenience, however, 
made it imperative for the Central Government to shed, bit by 
bit, its unitary form and adopt measures of decentralisation which, 
in course of time, developed Provincial consciousness and accus- 
tomed people to demarcate Provincial functions of Government 
from the Imperial or the Central ones. Government of India 
of course, continued to treat Provincial Governments merely as 
its agents and never slackened its hold over the purse strings of 
the country. But when the Montford Reforms made the fullest 
use of this growth of Provincial consciousness and Provincial 
machinery of Government and took the revolutionary step of bring- 
ing into being a measure of Parliamentary-Responsible-Govem- 
nient in the Provinces, — no more as mere agents of an alll-powerful 
master but themselves nearly complete masters in their own house, 
a very different complexion had to be given to the financial rela- 
tions of the two to suit the changed conditions, ; 
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Prior to the Act of 1919 as the Provinces simply performed 
certain functions devolved on them as agents of the Centi*al 
Government, financial settlements between them and the Central 
Government shifted from time to time and were gradually based 
on the principle of the division of the collection. The master 
(Imperial Government) was, however, ultimately responsible for* 
supplying deficiencies and the Imperial “ doles ’’ and the Provin- 
cial scramble for the same formed some amusing features of that 
system. But with the introduction of a measure of autonomy in 
the Provinces it vas found necessary to provide them with a 
revenue system vchich should, presumably, leave them, for the 
purposes of the adequate discharge cf ihe’r functions, independent 
of the Central Government funds. The responsibility of finding 
Provincial revenues was thus definitely shifted on to the shoulders 
of Provincial Legislatures which were required to explore for 
funds within a narrow field devised on the principle of segr^ation 
of sources of revenue for each Government. How the scheme did 
not pay due regard to some of the fundamental principles of 
Federal Finance and therefore caused considerable hardship, will 
be presently shown. But l)efore that, a passing reference may 
be made to the fact that the Piovincial form of Government called 
Diarchy contributed not a little to the difficulty of making Pro- 
vincial finances function properly. Provincial Government waa 
cut up in two portions, and the “ Reserved half still looked up 
to the Central Government as the body to whom they owed res- 
ponsibility for their conduct, although for their financial require- 
ments they were subject to the vote of the Provincial Legislatures* 
The Provincial budget was to be framed as one document ineludinig 
expenditure both for the ** Reserved as well as the Trami- 
f erred ’’ parts; but, whereas in the latter half the demand of the 
Ministers was to be in harmony with the Provincial Tax-payers 
capacity to bear the burden— consistent with the everyday maxim 
of an economic man, viz-, ‘‘ cut your coat according to yonr 
cloth,” the other half, r/z., the “ Reserved ” Departments would 
insjlt on their ‘ pound of flesh ’ in the interest of Efficiency; and 
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as the memberB in cliai ge of those depai tments were not responsible 
to the local legislatures and therefore not responsible to the eilec- 
torate, their demands had no reference to the measure of confidence 
they might forfeit in the event of adverse criticism. This arrange- 
ment inevitably led to wrangles in the Provincial Executive 
Government and made ministers — the weaker half — bitter against 
Diarchy. This constitutional aspect of the Provincial Budget has 
been hej’e referred to only with a view to illustrate how it intensi- 
fied the hardship of working a restricted field of finance allotted to 
some Provinces at least, it ihe field had been‘ more spacious or 
more productive, the country might have been spared the frequent 
cry of the unworkableness of Diarchy. 

In all fairness to the framers of the Meston Settlement it 
must at once be conceded that in launching a very revolutionary 
scheme of converiing a stroiig centralised unitary government into 
a comparatively looser form of government called federative with 
possibilities of Provincial patriotism, they were naturally anxious 
to see that the Central Govei'iiment was at all costs amply pro- 
vided for by way of funds. The parent government stood for 
the safety, the integrity and the dignity of the whole country. 
Very justifiably this consideration carried immense weight with 
them. The children states — ^the Provincial Governments — on 
which a new type of existence had been confen^ed as a boon may 
rest content and be thankful for their new position, making the 
best of the portion settled on them. They, therefore, provided for 
the Central Government a revenue system which not only 
guaranteed them certainty for normal as well as emergency 
financiering, but ample scope for elasticity of income as if the 
functions assigned to the Central Government were of such a 
developmental nature as would require considerable expanding 
revenue from time to time. Thus in their anxiety to fortify the 
position of the Central Government they did not pay suffi- 
cient regard to two of the root maxims of Federal Finance, viz,^ 
(1) to devise for the two different spheres of Governihent a revenue 
system which has close correspondence to the mtUre of ihe func- 
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tiofis the two have to perform, (2) to demarcate the fields for 
exploring alll its funds in such a manner that each Government is 
financially self-contained and finds all its revenue out of the 
sphere of functions allotted to it. It will, therefore, be the pur- 
pose of this paper to develop these points and incidentally sub- 
mit a scheme for financial re-adjustiment which may, possibly, suit 
this country. 

The fundamental principle of modern nublic finance is that 
all revenue is provided directly or indirectly out of the pockets 
of the citizens in response to an established demand for public 
expenditure. This demand again Is dependunt on wiiat a Govern- 
ment is expected or required to do foi the people constituting the 
Govemment. We have already said that in India we ha’^^e now 
two fairly well-demarcated spheres of Goverximent with specified 
functions allotted to each. The nature of the iunctions perform- 
ed by each Government determines the character of its expendi- 
ture. In a Federal arrangement this point needs utmost emphasis. 
The tax-payer is one. He has to fe^d two masters (nay, three, if 
Local Selt’-Govemment is to be considered separately). He has, 
therefore, to take care that each is indeed adequately supplied 
(but not gilutted) with funds in accordance with what is required 
of it to do. A brief analysis of these functions with their cor- 
responding charges may be a little helpful at this stage. 

The very first function of the Central Government is Defence 
with which there can Ije no tampering. For the successful per- 
formance of this function it is imperative that the Central Ex- 
chequer is guaranteed absolute certainty of funds derivable from 
known and definite sources of revenue accruing from the fields of 
the Central Governmental activity. But while for the safety of 
the country it is incumbent to make due provision of minimum 
revenue, it is not quite whol^ome for the country to overfeed this 
department by placing before its custodian, the prospect of an 
elastic and expanding source of revenue. * It is arguable tjhat 
with every improvement in international relations and in our 
immediate environment the expenditure under this item may show 
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a tendency to decrease. At any rate, under normal conditionil, 
it will be no pari of sound finance to make ample provision above 
the safety-line only because the Army Headquarters will imagine 
every point on the frontier vulnerable or see no end to the per- 
fection of ‘ mechanisation ’ devices. The Government of India 
resources of revenue ought, therefore, to certain without being 
very elastic. The Emergency of a War is best handled by ‘ Emer- 
gency ’ Financiering in the shape of public loans behind which, 
of course, stand aill the national resources and all the nationail 
wealth which will have to be requisitioned to meet that kind of 
national calamity. Therefore it is not essential for a revenue sys- 
tem to provide beforehand for ‘ exigency * financiering. The 
ordinary methods adopted by all modern Governments will be found 
serviceable in this country as well. Defence and national debt are, 
then, the two most outstanding items of expenditure incurred by 
the Central Government. 

Next to safety, Government of India stands for those unify- 
ing factors which give a sense of solidarity and integrity to the 
whole Indian world and at the same time prevent the possibility 
of provincial conflicts and jarring interestvs. Commerce and 
industry with their necessary concomitants, e.g., Railways, 
Currency, Customs and its counterpart — Excise, Marine, and Air- 
craft — including all matter's of communication, Poets, Telegraphs, 
Commercial Stamps, etc. — aill stand legitimately within the orbit 
of all-Indian functions. Revenue realised therefrom goes admit- 
tedly to the Central Government, which alone is responsible for 
the effective functioning of these departments. Scrupulous regard 
for this demarcation of functions will help us to respect the prin- 
ciple of Federal Finance that enjoins on every sphere of Government 
witlrin a Federation the necessity to appropriate funds for public 
expenditure only out of those public undertakings for which it 
and it alone is responsible. Absolute segregation of functions and 
Revenue resources accruing therefrom is not a mere academic 
proposition. All charges are voted by Legisilatures. The All- 
India Ijegislature which concerns itself with All*In4ia functipn^ 
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must in normal times let its Qcvernment live within its own with- 
out encroaching upon the Provincial Domain, the custodian oi 
which is the Provincial Legislature. 

The Government of India Expenditure »n the present times 
stands in the neighbourhood of 130 erores under the following 
main heads (1927-28): 


General Statement of E^rpenditure 

Rs. 


Railways: Interest and Outer Charges (as per 

Railway Budget) ... ... ... 29,49,05,000 

Debt Services ... ... ... ... 15,74,34,000 

Military Services ... ... ... 56,72,49,000 

Irrigation, Post, Telegraph, Civil Administration, 

etc. ... ... ... ... 28,04,12,000 


And the Revenue provided for the same stands 
as under: 

Railways: Net Receipts (as per Ry. Budget) ... 
Customs 

Taxes on Income 
Salt (Excise) 

Opium (Excise) 

Irrigation, Posts and Telegraphs, Civil Adminis- 
tration, Currency, etc. 


ToM 


34.97.13.000 

48.73.37.000 

16.95.05.000 

7.00. 00.000 

3.00. 00.000 

1,03,04,95,000 


1,30,00,00,000 


Now consistent with the second principle of Federal Finance 
mentioned above, viz,, that each sphere of Government ought, 
as far as possible, to find revenue out of its own field of activity, 
Railways, Customs, and Currency are rightly appropriated by ihe 
Central Government, which is responsible for solidarity and one- 
ness refsulting from freedom of communication, guarantee of a 
uniforiQ medium of exchange and equal treatment to all in the 
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matter of trade and commerce. Here the national State fulfils its 
essential function of giving a sense of unity to the country. The 
most necessary supplement of Commerce is Industry; and Gov- 
ernment of India has rightly started recognising its obligation 
to the growth of the latter as well. Quite consistent with its 
function of bringing about unifying influences and of preventing 
all causes of Provincial rivalries and friction, Government of India 
alone can undertake the fostering and nourishing of Industries. 
Now Industry is a comprehensive term. At one end it includes 
the manufacture of salt which Government sells io the Indian 
citizen at a monopoly price varying according to its financial! needs 
and therefore capable of being a good paying head of Revenue, 
and at the other end a bounty-fed concern which will, for some 
time at least, tax Government funds to enable it to feel its feet. 
But as such an Industry will always require to be protected from 
foreign competition, the tariff wall raised on behalf of it will 
generally bring in some revenue to the Central Exchequer in the 
shape of Customs. When the Industry is in a position to bear 
taxes on its outturn consumed in the country itself, it is, in the 
language of Public Finance, said to pay Excise or Excise Duties. 
Under this heading, at present, Salt and Opium are the only two 
Industries contributing to the Revenue of the Central Exchequer. 
A short while ago Excise Duties on Cotton Manufactures of India 
came under the same category. Opium Excise Revenue in the 
days of Lord Curzon gave the Central Exchequer substantial wind- 
falls and consequently helped it to build a plethora of surpluses. 
It is suggested in some quarters that manufactured tobacco could 
be a welcome and profitable field for Excise Duties by Govern- 
ment of India. The Indian Taxation Enquiry Committee esti- 
mated it at 1,45 lakhs of rupees per year at the minimum inci- 
dence of only one anna per head per year. Any Industry there- 
fore, of a sufficiently productive nature and of a fairly wide basis, 
can, very legitimately, come under the Government of India Ex- 
cise arrangement. The only anomaly in the present position is 
the country-made Foreign Liquor and ‘ the country spirit ' Which 
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are left as Provincial head of Revenue. There is no particular 
point in this except that local conditions are perhaps consulted in 
producing a particular quality of country spirit or that, as a herit- 
age of the past, Provincial Governments have stuck to it, as they 
have found in this ‘‘ restrictive Excise ’’ a fruitful field for funds 
by turning to the best account the common habit of using country 
liquors. This anomaly has persisted all along; and one and only 
one industry has thus been left out of the Industrial Taxation 
System of the Central Government, and it is at present the only 
product of the country subject to all sorts of impediments in the 
matter of free movement in the coui^try, as Excise Laws taboo 
the carrying of this commodity from oiif* Excise Division to 
another. If steps were taken to bring it within the entire Ex- 
cise operation of the Central Government —r no let the industry 
of country-made liquors take Tts rank with other industries as an 
All-India industrial outturn — there would be the further advant- 
age of easily determining its rate. No scheme of prohibition has 
any chance of success if isolated Provincial action is taken in the 
matter, and that again in the face of the fact that imports of foreign 
liquors are, except for a small local cess recently introduced by 
Bombay and Bengal, entirely a concern of the Central Govern- 
ment. The first necessary step in this direction is that all ‘ liquor ’ 
revenue raised by the country — at present consisting of two items 
— ^the ‘ Central ’ levied in the form of Customs duties on foreign 
imports^ and the l^rovincial, obtained out of the Restrictive Ex- 
cise over country-made intoxicants — ought to be merged together 
in the Central Exchequer. If then at any time hereafter the 
country makes up its mind to go ‘ dry,’ the question of foregoing 
so much revenue will be properly envisaged by the whole country 
and fully discussed in the Central Legislature. There is still 
another reason why Excise Administration of Country Liquors 
should go to the Central -Government. India is interspersed with 
autonomous Indian States, each with its -own Excise arrange- 
ment. These States, in a majority of cases, have direct relations 
with the Central Government. No national change in the Excise 



T. K. SHAHANl 


3ii 

policy is likely to materialise without the co-operation of these 
States — ^which co-operation it will be only in the province of the 
Central Government to secure. 

Customs and Excise go hand in hand. If the sudden out- 
break of war cuts off foreign commerce, the nascent industries of 
the country naturally speed up and find a good market in the 
country itself. Their profits, at a time when customs are low, 
can invite the financier’s attention — and the imposition of Excise 
Duty then becomes easily bearable. The Central Government 
alone is entitled to reap where it alone has sown. In course of 
time the Excise Revenue accruing to the Central Government out 
of this industrial growth will bulk largely in the Central Budget. 
Customs and Excise, along with fairly growing heads of pro-fits 
under Railways, Currency, Posts and Telegraphs and Commercial 
Stamps, will quite suffice for the retfhirements of the Central Gov- 
ernment which in addition to its functions of giving protection 
and commercial unity and industrial solidarity to the 
country has the responsibility of the compilation of All- 
India Siatistios and of investigating Stale and interna- 
tional questions by the appointment of bureaus or com- 
mittees. The expenditure under this head is likely to be 
of expanding nature; and Succession or Inheritance Duty may be 
held in i-eserve and utilised if necessary. Thus a very large field 
of Indirect Taxes supplemented by direct taxes realised out of 
Inheritance Duty will easily meet the normal growth of Central 
Government Expenditure. 

In the little sketch of a revenue system for the Central Gov- 
ernment given above care has been taken to provide for absolute 
certainty of revenue in the cavse of the Central Exchequer along 
with a modicum of elasticity of revenue obtainable from Customs, 
Railways, Excise, Inheritance, Currency and Commercial Stamps 
— all expandable heads — on account of the slow and steady opera- 
tion of the growing wealth of the country. This has been done 
in view of the nature of its protective and unifying functions which 
require limited but certain revenues. Apart from Railways, 
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which are bow put on the bases of a commercial concern with 
sufficient provision for their development, the only developmental 
function reserved for the Central Government is the supply of 
Statistics and the undertaking of economic investigations which 
must keep growing in volume and expenditure. For that in- 
creased expenditure a sufficient allowance has been made in the 
foregoing sketch. Eegarding its heaviest, item ot expenditure, 
viz., 60 crores of rupees for defence apart from the fact that 
further retrenchment may possibly be effected, tlie British Indian 
Tax-payer may reasonably ask whether it is equitable saddle 
him with all this burden when his neighbour in Indian States 
enjoys all the advantages of this Deicnoe without proportio^nate 
sacrifice. Most of the States mainiain their small forces, partly 
as an appanage of their severe i[;;nty, i)artly foi more effective polica 
purposes, but mostly in response to the Imperial demand. The 
total expenditure on such forces is considerably under 4 crores of 
rupees. With the exception of Hyderabad and Mysore where the 
Military oost ivS about 10 per cent of the total revenue, most of 
the Darbars keep their military expenditure within 3 to 4 per cent 
of their yearly income. This is entirely to their credit, as they 
evidently like to have the very minimum of this necessary evil. 
For purposes of national defence or emergency these forces are 
expected to fall into line with the military strength of British 
India. The whole of India thus spends roughly 64 crores of 
rupees out of which British India, the major partner, spends GO 
and Indian States 4. Obviously there is not much fairness in this 
arrangement. The case of Indian Stales claiming practically an 
exemption from military charges on the score of ancient treaties 
and engagements with a proprietary Government like the British 
East India Company needs some investigation as much as, on 
the other hand, does the question of their share in Indian Customs 
and Currency Revenues, need looking into. The claim of both 
sides ought to be adjusted in a true Federal* spirit. The Indian 
States are an integral and valuable part of India; and statesman- 
ship should easily find ways and means *to cement the two intp q 
F. 15 
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good Federal TTiiion and a (.\istoms Zollverein without impairing 
the internal sovereignty of the States. The framers of a revised 
system of Indian Beveiiiie cannot conveniently burke this isiHle. 

In assigning to the Central Government Customs and Excise 
as the main heads of revenue along with Inheritance Duty as a 
reserved field, the writer has kept in view the important financial 
principle tliat every Government must find its fund in the Depart- 
ments it runs and out of the field it is directly concerned with. 
Income Tax which at present figures prominently in the Central 
Budget (16 Crores) has, in this scheme, been kept out of the Cen- 
tral operation and reserved for the provinces to which it appro- 
priately belongs. All the income-yielding jirivate property, all 
the professions and most of the income earned by^seiwices are 
W’ithiii the orbit of the Provincial Government; and it is the Pro- 
vincial Government, again, whose function it is to provide for the 
^education, health, police-protection, justice, road convenience and 
municipal-amenities of life in the case of urban as well as rural 
population ordinarily assessable under Income-tax, All the de- 
velopmental and nation-building beneficent functions are provin- 
cial. The money demands for the same will always keep giow- 
ing; and the only way to meet them is by providing for them an 
elastic source of revenue like the income-tax where a pie or two 
in the rupee added or subtracted as the Government needs war- 
rant and the public opinion confirms will keep the Provincial Ex- 
chequer easy. Consistent with the healthy look of the Province 
the income-tax may well keep Rowing and may, in ite turn, make 
the Province still healthier. In the case of commercial or indus- 
trial undertakings of individual or joint-stock nature where the 
income is obtained not only from all over India but perhaps from 
several other parts of the world as well, income4ax may, fairly 
speaking, be assigned to the Province which has the headquarters 
of the firm. The original financing of such concerns is generally 
the work of one particular Province which, so to say, makes them; 
therefore it is not improper if a small share of the riches brought 
into being by these enterprisers is appropriated ’by the Govern- 
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ment of the Province that ori|iicir.ally nourished them. The diflS- 
culty of locailising large commercial and industrial earnings in 
highly industrialised countries like the U. S. has induced econo- 
mists like SeJigman to mark oft* income-tax as a Federal Source 
of Revenue. Indian conditions are by no means the same. Most 
of the earnings are still Provincial. Uniformity of the adminis- 
tration of income-tax laws is not difficult. Moreover, whatever 
little hesitation the public financier may have regarding the 
siiitubility of income-tax as a Provincial head, the argument of 
adeq^ijacy of Revenue no less respected by Seligman leaves no 
doubt in the matter. That the Provinces must have afh'qufiirte 
Revenue capable of elasticity in response to ilie ever-growing nar 
tion-buildiiig demands, becomes a controlling factor to dete^miine 
income-tax wholly in favour o^‘ Provinces, iit'veinment of India 
may be left to reach big foitunes by the operation of Inheritance 
Duty ; but under tlie normal operation of income-tax and super- 
tax these private fcutuiies should come within the purview of the 
Provinces of their birth or domicile. 

A glance at the present figure of the total yield of income- 
tax (16 mnes) will show that tlie amount is a little less than the 
total revenue on Excise (Country Eiquor and oilier Intoxicants) 
which it is proposed by this inemorandiim to surrender to the 
Central Legislature. Obviously by the proposed arrangement the 
Central (jovernmeiit becomes richer by nearly 3 crores and has, 
in addition, the prospect of Revenue from Commercial Stamps 
which, consistent with the principles of Federal linance followed 
in this paper, has been advocated for the Central Government. 
How then does the Provincial Government stand to gain by this 
exchange? First and foremost by the fact that income-tax is an 
e^kstic source of Revenue which the Liquor Excise is not. The 
healthier the Society, the more of personal and property income 
It shows and, therefore, the more of income-tax is available even 
Aough the rate be the same. Moreover, as needs expand and the 
tax^payer is convinced of a substantial quid pro quo in the shape 
of more progressive outlook for the Province— he will not miiwi 
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putting his hand into his pocket for general welfare. A healthy 
sense of rivalry may well grow between Provinces to contribute 
to the health, happiness and uplift of the population. An easily 
expanding revenue can be best provided for only thi'ough income- 
tax. Increase in Liquor Excise is, on the other hand, scarcdy 
a matter of congratulation to the society that shows it as a grow- 
ing head of income. It is true that at present they bulk largely 
in the Provincial Budget; but no Provincial Chancellor of the 
Exchequer is ever reported to have given his blessings to it. Once 
the Excise on Liquors is grouped with the rest of Excise on all 
Indian Industries that are capable of bearing it — and the Cen- 
tral Government has become the custodian of the entire field of 
Excise, Indian public opinion will help the Central Government 
— Finance Minister to decide whether all Revenue realised fi-om 
the manufacture as well as imports of intoxicants can be sacrificed 
in the interest of prohibition. No Provincial Government, there- 
fore, has a reason to shed a tear over giving up a dubious and 
slippery liead of Revenue like Liquor Excise for a healthily grow- 
ing and elawstic head of Revenue like income-tax. 

Taxes on all kinds of income and property, services within 
the orbit of Provincial functions like Irrigation- works, and mono- 
polies like forests are then the principal heads of Provincial 
Finance. Regarding propeity, in an agricultural country nothing 
(‘an be more handy for the purposes of levying imports than pro- 
perty in agricultural land. Therefore land revenue in India, as 
in most of the ancient countries of the world, has been perhaps 
the surest, the oldest and the most lasting asset in public Finance, 
When other kinds of property, Industrial and Commercial, 

had not yet emerged or had at best occupied a very insignificant 
pllace in the economic life of Society, practically all the needs 
of Government had to be satisfied out of the Land and the Land- 
lord. So great w^as the importance attached to this agency of pro- 
duction that ancient kingships, when they did not much insist on 
kingship with divinity, generally took the form of territorial 
kingship, first (daiming the ownership of all land and then, par- 
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celling out a major portion of it among their immediate followers 
by some kind of Feudal tenures. The share of the State (i.e., 
the King) in the product of the soil was a feature of all early Gov- 
ernments; but when people’s representatives gradually earned the 
right of voting supplies to the King, this share in the product of 
the soil soon got merged with the rest of imposts and took the form 
of a tax on the income from land, and had got to be voted by the 
Legislature like any other supply. Later on, again, when the 
principle of progression in income-tax came to oe generally accept- 
ed, income from agricultural land being treated as any ether in- 
come, found the same principle of progression applied to it as w^ell. 
This is what all countries acting up to the principle of equity 
in modern Publics Finance have adopted its their policy in regard 
to incomes from land as from c.ny othe” incom^-yi eliding property. 
India is the most notable exception ‘to this reform. Owing to a 
persistence of despotic Governments the proprietary conception of 
the State lingered here much longer than anywhere else. If all 
that was in the country heJonged to the Sovereign, land, of course, 
w^ould not be an exception ; but the only way to make it pay ivas 
by recognising the rights of others as well — either big landlords 
or small peasant proprietors or village communities; and this 
resulted in a sort of some definite share of the produce of the soil 
as perpetually vested in the State. The British Government of 
India inherited this state of things from the past; and even with 
the introduction of the budget system under which liiiance Bills 
had to be passed by the Legislature, Land Revenue was withheld 
from the purview of the Legislatures and treated as an executive 
measure, from which paleolithic state of things the last Joint 
Parliamentary Report tried to lift up the Provincial tax-payer 
by recommending the Provincial Executive to approximate Land 
Revenue business to any other Legislative or Financial measure. 
We are now approaching that constitutional stage where Land 
Revenue cannot but be classed with any other tax voted by the 
Legislature. The Piovincial Legislatures will then decide if and 
tb what extent income from agricultural land is distinguishable 
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from other iucomeH and therefore exempted from the operation 
of income-tax, — whether, in other words, it is equitable to tax 
a big Zamindari of 50,000 acres at the flat rate of so many rupees 
per acre as is imposed on a holding of, say, only 5 acres or even 
less, — whether the tax-bearing capacity of all holders of land is 
to be measured by the same rate of imposts, — and whether, again, 
exemption at the bottom and some arrangement of progressive 
taxation at the top is to be extended to agricultural incomes as 
well. All such questions will have to be fairly and squai’ely 
faced by the future electorates that will be responsible for supply- 
ing adequate funds to their own autonomous future Provincial 
Governments. Prejudices die hard and privileges enjoyed for a 
very long time are not easily abandoned. But when once for all 
it is clearly realised by the autonomous Provinces of India that 
they have to live within their own and income-tax is the very 
tap-root of their Revenue system, they cannot but ask the big 
landed interest to bear their legitimate share of taxation. The 
Permanent Settlement of Bengal, for instance, cannot then stand a 
moment’s scrutiny ; but it will be fundamentally for the electorate 
of Bengal to determine this point. Perhaps the Landlords them- 
selves may come to appreciate the value of the changed conditions. 
Tyranny is said to be a poor provider; but under Provincial Self- 
Government the Landlords as the most responsible class of citizens 
and as the natural leaders of the country, may easily realise the 
untenability^of their position in this matter, and oJfer to bear equit- 
able burden. In this connection the Report of the In-dian Taxa- 
tion Enquiry Committee is not quite discouraging. They have 
considered the Large Ijandlord as perhaps tlxe most lightly taxed 
man in Indiu in proportion to his income. This, as they say, 
has ‘‘ led to one of the most important of the recommendations in 
the Report, namely, that some element of progression should be 
introduced into the contribution of this class which, according 
to the Report, may take the form of the imposition of the income- 
tax or something in the shape of general probate or Inheritance 
Duty. One member of this Committee, Sardar Jogendra Singh 
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%as, ikcmever, a very pronounced attitude on this question. The 
separate lainute submitted by him does g^reat credit to his states- 
manship and fair-mindedness. On this point of taxing agricul- 
turail incomes he says: “ The principle of taxation should apply 
without any variation to the non-agrieiiltural and agricultural 
population, bearing in mind that net income is the sole and 
immediate source of a tax, whether it is derived from land or 
from trade or from manufactures of raw materials.’’ Theoretical 
justi'fication apart, let us remember that nerd is always a valid 
cause of change against Historic Prescription. 

To sum up. the changes proposed in th\s scheme of a Revenue 
System for India are^ — (1) the tranhie.eiicc of ‘ Excise ’ on Intoxi- 
cants from the Provinces to the Central Government to bring all 
industry in one group and under one GoveiLing body, and (2) to 
class income from land with income from other sources and treat 
all personal and property incomes as the Provincial source of 
Revenue under the heading of income-tax governed by the niles 
and regulations relating to the operation of income-tax, to be 
altered and adjusted from time to time by the Provincial Tjegis- 
lature in the light of the circiimstances of the Province. To what 
extent the principles of exemption and progression can he rigidly 
and uniformly applied to all kinds of income, may he left to the 
expert financiers in the Provincial Legislatures to determine for 
themselves. The functions may vary in the Provinces; and it 
will also be necessary to make the fullest voference to the conditions 
of production and cost of administration of the area concerned. 
No uniformity need be contemplated, as no serious Provincial 
rivalries can he apprehended on account of slightly variable condi- 
"tions governing incomes from agriculture in different Piovinces. 

Absolute segregation of financial fields and a clear cut separa- 
tion of heads of Revenue foi Provinces and the Central (iovernment 
is the recommendation of this Paper. That principle was adopt- 
ed by the Meston Settlement as well. The Provincial contributions 
for which it had made a temporary provision came to an end 
even before the scheduled time. The sharing of the produce of 
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any tax between two well-demarcated spheres of Government like 
the Provincial and the Central will generally lead to awkward- 
nesses and difficulties likely to affect the successful working of a 
Pederal Government. The Legislatures of the two spheres of 
Government are distinct entities controlling their respective Exe- 
(‘utives. Every Financial demand of the Executive is scrutinised 
by the Legislature before the supply is voted. The demand, the 
vote, and the actual spending, all ought to come wdthin the pur- 
view of one Government, as this arrang*ement, not only ensures 
the freedom of the Legislature to vote according to needs of its 
Governments, l)ut further enables them to use the machinery of 
voting supplies as important constitutional means of controlling 
the policy of the Executive. If the Central Government imposes 
income-tax and makes the gift of a portion to the Provincial 
Government, at least to the extent of that much supply the 
Provincial Executive becomes independent of the Provincial 
Legislature, and looks elsewliere for favour or approbation. 
American writers who have the best experience of Federal Finance 
are very clear on this subject. So long ago as 1890 Adams wrote 
in favour of assigning separate sources of revenue to the different 
spheres of Government in the U.vS. of Ameiica. The general 
principle of segregated sources of revenue may be profitably 
applied, with more or less strictures, as between all the grades 
of Government that together make up the American State. 
Prof. Seligman again makes the following observations: “To 
have the Fedej'al Government depend entirely upon largesses from 
the states is to render it more or less impotent, and certainly to 
make it subordinate to the states .... On the other hand, to 
make the separate states depend financially upon the Federal 
Government is to weight the balance in the opposite direction and 
is not, in the long run, desirable in the interevsts of a complete 
equilibrium.’^ The Indian Taxation Enquiry Committee ailso 
would have an outright segregation of the heads of Revenue for 
the two (vide page 370 of their Report), if the Central Government- 
Revenue could be adequately provided for without an encroach- 
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meut on Income-tax. If they have had recommended the inclu- 
sion of Liquor Administration and Excise in the Central Group 
as is the case all over the world, income-tax could in their scheme 
too have been entirely released from the Central Group and 
assigned to its legitimate home — the Provinces. Liquor Excise 
would give the Central Exchequer nearly 20 crores of annual 
income for the 16 crores of income-tax surrendered by it; and 
thus let the Central Government be the sole protector and guardian 
of all industry in the country. By the transfcxence of the income- 
tax to the Provinces in exchange for their Excise, the intensely 
agricultural provinces like Bihar, U.P. and the Punjab will, to 
start with, have a slight shrinkage (»f *’ev^(nuo; but when agri- 
cultural income wliicli in these wry provinces figures pretty 
prominently is brought into Mne with the rest of income under 
the operation of income-tax, the Provincial resources everywhere 
will soon leap upward and enable Provin(‘ial Governments to dp 
their good bit in the direction of nation-building developmental 
functions. While the certainty of Revenue added by a little 
elasticity is all that is required for the Central Government, quick 
responsiveness of revenue is the evssential characteristic of the 
finances of that sphere of Governinent (Provincial) which is 
largely concerned with develoiimental activities; and there can 
be no better head of revenue than income tax for meeting this 
condition of elasticity. 

This scheme therefore suggests : — 

I. For the Central Government: — Customs and all Ex- 
cise (including Country Liquors), Currency, Rail- 
way, Commercial Stamps, Posts, Telegraphs. (For 
Reserve fields — Succession Duties, Tobacco Excise.) 

IT. For the Provincial Government: — Taxes on Income 
and Property (Agricultural Income included), Forests, 
and Irrigation, Judicial Stamps, Entertainment 
Taxes, Licenses and Registration Fees. (For Reserve, 
fields — Corporation Taxes.) 


P.JQ 
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SUMMARY 

The extinciiori of provincial eon trilmt ions, far from having 
closed the problem of financial distribution, has helped to render 
the inequality of the present distribution more pronounced than 
ever. The so-called Mestbn Award, which in essence was the 
scheme proposed by the Mont-Ford Report, had not been based on 
any sound princiide. In paiiicular, the contrast between the 
principle of federation cautiouvsly adopted in matters of political 
organisation and the continuance of the old financial system based 
on the joint family idea became more and more marked every day. 
The unequal distribution of the burdens of central administration 
between the various provinces caused much ill-will and retarded 
the progress of those provinces which liad been unfavourably treated 
under the scheme. In particular, those piovinces whose income 
was mainly derived from non-agricultural sour(*es were crippled 
to the advantage of others which were mainly agricultural provinces. 
The arrang’ement by which taxes on agricultuial incomes w^ere 
left at the disposal of Provincial Governments and those on non- 
agricultural incomes w^ere reserved for the Central Government, 
Avorked to the detriment of the industrial piovinces. There is 
nothing in financial principle which w’ould justify such varying 
treatment betw’een the tw’o taxes. It is time that the principle 
of federal finance w^ere introdu@,ed in the country so as to bring 
about an e(piality of sacrifice betw’een the citizens of India in 
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respect of their contribution tov'ards the upkeep of the Central 
Government. 

It is, theiefore, proposed that the present financial distribu- 
tion should be altered in the following respects. Income tax 
should be completely handed over to the Provincial Governments 
with the proviso that minimum rates of levy should be fixed by 
the Central Government, which should also be entitled to super-tax 
in respect of all incomes, agricultural and industrial and to the 
ordinary income tax on protected iiidustiies. General stamps 
should be handed over to the Central Goveinnient . This rearrange^ 
ment is calculated to bring about a deficit of about four crores of 
rupees in the budget of the Government of India. It is nroposed 
that this should be absorbed b> retrer.climen t or by the natural 
increase in the yield of the other sources of vev^enue. Failing this, 
it is proposed that the deficit should be covered by the levy of 
Provincial contributions leased on the total taxable capacity of the 
various provinces. As a last ^‘esort the deiieil' should be covered 
by the levy of Death duties, which it is prc/posed should be 
transferred to the Central Geverament as a likely source of revenue 
along with the tobacco monopoly. It is, however, urged that 
financial redistribution should, as far as possible, be brouglit about 
without imposing- frerdi taxation. The Provincial Governments 
will be left Avith the following sources of future revenue : taxation 
of agricultural incomes and urban land values, and various 
entertainment and luxury taxes. 


Introductory 

To many people interested in a study of the structure and 
method of public admin ivstration in India, the subject of the 
Meston Aw^ard may strike as an obso^lete one; and if we concen- 
trate our attention on the mere fact of the extinction of the much 
maligned ProAnneial contiibutions, such a feeling of relief enter- 
tained in some quarters may possibly be justified. But for those 
who realise that a sound system of finance is tlie first requirement 
of a progre^ssive GoA^ernment and who know that India has sufiered 
untold woes in the past on account of many a mistaken step in. 
the financial policy of the Govemment, an examination of the 
scientific merits and practical justice of the present scheme of 
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distribution of resources and liabilities between the Cetitrail and 
Pi'ovincial Governments is bound to possess immense attraction. 
That the various Governments in India are alive to the import- 
ance of this issue is evidenced by repeated references to this sub- 
ject made in the budget speeclies of a number of Finance Mem- 
bers and by the early presentment of numerous official notes 
in this regard to the Eoyal Commission, now sitting in judgment 
over the woiking of the wffiole of the Montague-Chelmsford 
scheme, including, of course, its financial counterpart, the 
‘ Meston Award.’ If the material and political progiess of the 
country in the futiiie is not to be jeopardised by too facile a faith 
in official wisdom or in ihe beneficence of what exists, an attempt 
must surely be made to assure ourselves that the financial aspect 
of political ]’efo]‘m approximates as closely as possible to the dic- 
tates of science and practical experience. 

Genesis of the Award 

A perusal of the official literature connected with the incep- 
tion, development and adoption of the present scheme of finan- 
cial devoluiion will not fail to bear out the remark, that the 
essentials of the so-called Meston Award are to be found almost in 
their final shape in the recommendations of the Mont-Ford scheme. 
A complete separation of the resources of the Central and Provincial 
Governments wns the aim of its authors, but in keeping with the 
policy of least resistance pervading the whole of the scheme, they 
did not consider it desirable at that stage to open up the entire 
question of the equity of the then existing distribution of financial 
burdens as between the various provinces. They contented them- 
selves with a proposal for the abolition of aill the divided heads. 
This palliative, which was calculated to bring about an adminis- 
trative rather than a financial reform, left the fundamental prin- 
ciple unaffected. That fundamental principle was that the whole 
of India was to be looked upon as the unit of Government, a joint 
family or a single commercial firm, and that individual provinces 
were to make sacrifices for their less advanced brethren and were 
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io receive a bonus out of the eemings of their more fortunate co- 
partners. The authors of the joint scheme had, of course, foreseen 
that political autonomy conceded to the provinces not merely as 
a measure of administiative convenience but in recognition of 
their claims to separate collective development according to the 
wishes of their people, would l)e meaningless without an accom- 
panying measure of financial autonomy. But they were keen on 
avoiding as many differences on fundamental principles as pos- 
sible. In the financial as in the political sphere they had to 
make their scheme as acceptable as possible to their conservative 
opponents by making out that their piopcsals involved no new 
principle of departure from existing puHcy or at worst only a very 
minor one. This it w^as that leJ them to shut their eyes to the 
obvious incongruity between the existing financial system and the 
proposed political changes. They only recommended that a com- 
plete separation between Provincial and Central sources should be 
effected on a plan which would disturb the existing arrangements 
as little as possible. This approach to the problem naturally pre- 
cluded all direct reference to financial justice and put up ad- 
ministrative convenience UvS the most obvious and immediate goal 
of financial reform. 

The Piovinciall contributions were a direct outcome of this 
desire for a compromise between political principle and practical 
expediency. The separation of sources took the shape of an at- 
tempt to distribute the then existing divided heads between the 
Central and the Provincial Governments. No account could be taken 
of the fact that the distribution as then ordered was based on the 
principle, more or less, of the common heap. Even while distri- 
buting the divided heads, very little respect was shown for prin- 
ciple. The recommendation made in the scheme that general 
stamps should be considered a central head so as to secure uni- 
formity in a piece of commercial legislation is perhaps the only 
instance where their financial conclusion is specifically based on 
an accepted principle. The authors observe: ‘to sum up: we 
propose to retain the Indian and provincial heads as at present. 
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but to add to the former income-tax and general stamps, and to 
the latter land revenue, irrigation, excise, and judicial stamps. 
No heads will then remain divided.’ I'o leave no head of taxa- 
tion divided was their goal, and that they achieved almost by a 
rough and ready method, marking a few convenient lieads as 
Central and the rest as Provincial, so as to reduce the resulting 
central deficit to as low a figure as possible. The proposal finally 
accepted as the best i)ractical method to meet that deficit was sig- 
nificant. There was to be no going back on ihe statffn q]io; the in- 
creased spending power which the provinces would enjoy as a re- 
sult of the proposals regarding’ the distribuiion of sources was to 
be taken as the basis of Piovincial contributions to the Central 
Government. This recommendation had, it was thought, the 
merit of not depriving any of the provinces of a single rupee out 
of their present earnings -and of proportioning tlieir sacrifices 
according to the bonus that they weie to receive. The solicitude 
exhibited by the autliors of the scheme to assure the Madras and 
the TJ. P. Governments of tlieir sympathies was obvious. It was 
remarkable, however, that no mention was made of any injustice 
done to Bombay. Madras was sympathised with on account of the 
fact, that the proportion of iis total revenue represented by tbe 
contribution was greater than in the case of Bombay. It was not 
thought necessary to refer to the question as to whether the total 
sacrifice that Madras as a province was making for the finance of 
ihe Cential Government, that is to say, the sum total of all the 
central taxes borne by the population of Madras and the contri- 
bution paid by the Madras Government, represented a greater 
proporiion of the income of the Madras population than the total 
sacrifice of the Bombay citizens and the Bombay Government. A 
comprehensive and scientific view of their financial proposals was 
impossible in the situation. 

The Government of India in expressing their views on the pro- 
posals made in the Report exhibited no readiness to enter into 
the essential merits of the distribution, but contented themselves 
with forwarding for expert consideration the complaints received 
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from all the provinces. The Joint Select Committee also 
thought that an expert inquiry was needed, not of course to assess 
the justice of the basic principle, but the accuracy of the more or 
less hypothetical figures chosen by the writers of the Report. The 
task before the Meston Committee was, therefore, simply to suggest 
changes of detail in the light of the principle, or rather the lack 
of one, accepted in the Mont-Ford scheme. Even the trace of a 
principle in the oiiginal recommendatioi.s "as remo^^ed by the 
one change that the Meston Committee made in the proposals cx>n- 
tained in the Report. General stamps, wln'rdi werf^ alb? ‘ated as 
a central head in the original report on the ground that uniformity 
is essential in a measure of coiijinereial legislation w^ere trans- 
ferred to the Provincial Schedule by the Meeton Committee. The 
reasons that they put. forward in justificjation of this change are 
of interest in the present conneotion. That every province must 
start wdtli a substantial surplus was the impli^nl promise of the 
scheme. If the geneial stamps were, left t/> be a central head, 
as recommended in tlia body of the Report, the poorer provinces, 
it was calculated, would be left without a surplus. To ensure a 
substantial! credit maigin on the transaction for all the provinces 
the Meston Committee recommended that general stamps should 
also go with the judicial stamps. There w^ere some other consider- 
ations, of course, wdiich w^ere mentioned by tlie Meston Committee 
as justifying tlieir departure but even they pointed to the same 
conclusion; namely, that betw’een them the framers of the Reforms 
Scheme, the Meston Committee, and to an extent the Joint Par- 
liamentary Committee, luid made up theii mind that so far as the 
organisation of the administration was concenied, there would be 
a complete separation of resources between the Central and the 
Provincial Governments and that the resulting deficit of the form- 
er, so long as it continues, would be met out of Provincial con- 
tributions based on the increased spending power and that any 
relief that might come in future would be distributed among the 
provinces on the consideration of the amount that they were then 
paying as a contribution and not of any other ulterior considera- 
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tion. To sum up, then, it may be said that no steps could be 
taken by the authors and the sponsors of the Reforms Scheme to 
introduce in their financial arrangements that principle of federa^ 
tion which they had cautiously accepted in their purely politicail 
recommendations and that they were content merely with the 
attainment of an administrative separation of accounts as their ' 
immediate goal. The Meston Committee, by the nature M its 
being, could not introduce a financial principle where there was 
none, and what little material change it made was in the direc- 
tion of emphasising the (fd hoc character of the financial an’unge- 
ments then contemplated. 

Analysis of the Award 

As indicated above, the framers of the scheme were quite con- 
scious of the lack of principle or even the accentuation of injus- 
tice of which they were guilty. They, however, liad to see the 
scheme thiough with as little opjiosition and friction, as possible. 
They, however, tried to appease their own financial conscience by 
indicating this part of tlieir recommendations as a subject which 
w^^s to be referred to the first periodical commission foi' constitu- 
tional revision contemplated by them. The relevant sentences in 
their report are interesting. They observe : 

‘‘ It should also be one of the duties of the periodic com- 
mission .... to reinvestigate the question of the Pro- 
vincial contributiohs to the Government of India. We 
have, for the present, accepted the inequality of burden 
w^hich history imposes on the provinces, because we 
cannot break violently with traditional standards of 
expenditure, or subject the permanently settled pro- 
vinces to financial pressure which would have the prac- 
tical result of forcing them to reconsider the perma- 
nent settlement. But it is reasonable to expect that 
with the growth of provincial autonomy any inequality 
of burdens will be resented more strongly by the pro- 
vinces on whom it falls; and it will be for the first 
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periodic commission end for its siiccesscrs after review 
^ of tihe situation then existing to determine whether 
* Some period should not be set by which the more lightly 
burdened provinces should be expected to find means 
of bringing up their financial resources to the common 
level of strength. We atta<‘h great weight to the pro- 
position that if the provinces are to be really self- 
governing, they ought to adjust their expenditure — 
including therein their vibligations to the common in- 
terests o! India — according to their resources and not 
to driiW indefinitely on mor? enterprising* neigh bom’s/ * 

This extract has a peculiar ’mpcriaiice as it puts in a nut- 
shell the inspiring idea of the present finam ial arrangements and 
indicates the real views of the authoi*s of the Reforms Scheme 
regarding future development. In a sense it might be said that 
^his sets the stage for the financial aspect of the present 
constitutional inquiry It is necessary, therefore, to specify the 
exact significance of the obvious and the implied meaning of its 
teams. 

(fl) At tne outset it will be observed that an investigation 
into the question of ‘ Provincial contributions ^ was 
included in the functions of the first periodic com- 
mission. This suggests the suspicion that apart from 
the amount of the contribution, the question regard- 
ing the equity of the distribution of sources was to 
be considered as having been finally dealt with. 

(h) The writers of the Report accepted the inequality of 
burdens that then existed between the various pro- 
vinces ; 

(c) because, history, presumably the history of the finan- 
cial relations between the Central and the various 
Provincial Governments was responsible for it; and 
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(d) because, an attempt to equalise the burden of taxation 

as between the provinces would involve the necessity 
of cutting down the expenditure in the case of those 
provinces who had been favourably treated in the 
past. 

(e) Presuming that Bengal was a province so favourably 

treated and taking it for granted that income-tax 
was to be an entirely Central head, they seemed to 
argue that any additional burden on that province 
so as to equalise the sacrifice of the various provinces, 
would necessarily mean that Bengal must increase its 
revenues by enhancing the land revenue directly or 
indirectly and that that step would involve the revi- 
sion of the Permanent Settlement. It appears that 
the authors of the Report would fain have that settle- 
ment reconsidered by the Bengal Government sooner 
or later, but would like to avoid any direct respon- 
sibility for that step. 

(/) They expect that the more heavily taxed provinces would 
resent their unfair treatment in proportion as they 
become more representative of the opinions and in- 
terests of their subjects and get over their long tradi- 
tion of obedience to oificial mandate. 

(ff) By referring to * the first periodic commission and its 
successors ^ they also betrayed their expectation that 
it would take decades to reach a stage of financial 
equality between the provinces. 

(h) Further, they permitted themseilves the expectation 
that the more lightly burdened provinces would tax 
themselves to bring their financial sacrifice to the 
level demanded by the canon of equality. They 
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did not care to indicate tow, by taxing themselves 
to meet future liabilities, the favourably treated pro- 
vinces were goiiifif to relieve existing unfair pressure 
on the rest; 

(?) and finally to round off a statement which was an apology 
for ignoring strict financial considerations they 
observe that they attach great importance to a 
proposition which, interpreted in the common 
language of the suliject, would mean an enunciation 
of the principle of federal finance. 

Anxiety to avoid the clear statement of a principle which is 
of vital importance to the course of future reform but which jars 
too roughly on the cars of interested and prejudiced parties, un- 
willingness to recognise the full practical significance of an 
accepted principle, an overwhelming desire to leave the past alone 
even though it may be essential to take it into serious account 
in introducing a pres'^nt reform and a resignation to the beneficence 
of administrative drift are writ large in this part of the Report 
and in much of the official literature that has grown round the 
subject during the last decade. A multiplication of figures and 
statistics would be vain if we are not certain of the goal we are 
aiming at and if we are not prepared to follow with courage and 
sympathy the path that science and experience would dictate as 
the best under the circumstances. In an appendix attached to 
the present note an attempt has been made to indicate in rough 
outline how in practice federal finance would work in this country 
if introduced along certain specific lines. It is, however, less tln» 
intention of this note to work out a single scheme and press for 
its adoption at all costs than to state the most important 
characteristics of the federal principle in finance and to urge that 
these should forthwith be introduced in the constitutional arrange- 
ments of this country without, so far as possible, increasing either 
the burden of taxation or the injustice of the present financial 
distribution. . . " 
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Principle of Reform 

The first essential of financial reform in this country is to 
accept unreservedly the principle of federation. That principle 
applied to financial as to political arrangements implies that the 
provinces are to be considered as the units of collective life except 
in vspecific cases where for reasons of national importance it is 
considered that the country as a whole must be looked upon as 
the unit. It is a feature of the historical growth of the Indian 
nation that consolidation has preceded devolution. It is, therefore, 
only proper, as conducing to convenience in administration, that 
the Central Government should be the residuary possessor of all 
functions of Government not specifically handed over to Provincial 
control. But this consideration connected with the framing of 
the constitution must not be allowed to influence our view regarding 
the relations that exist or ought to exist between the Central 
Government on the one hand and the several Local Governments 
on the other. I'his relation in the India of today and of tomorrow 
must be the usual federal relation. The functions, determinate 
and indeterminate, set apart for the Central Government, must 
be financed entirely out of Central revenues. Not only the present 
needs of the Central Government but any extraordinary items of 
expenditure like the conduct of a war, and all its normal 
liabilities in the future must be met out of resources specially 
earmarked for the purpose. In other words, there would have to 
be a schedule of taxes which would be open for use only to the 
Central Government. All the remaining sources of taxation must 
be left at the disposal of the Provincial Governments. In 
earmarking particular taxes and other sources of revenue as 
‘ Central ’ cure must be taken to see, as far as possible, that their 
use would not lead to unequal taxation. That is to say, it being 
understood that the Government of India is expected to give these 
many services to the nation at large the expenditure that it has 
to incur on that account must be borne equally, that is to say 
equitably, by all citizens in all provinces. The burden of the 
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Central administration taken a whole and by itself ought to be 
distributed among the citizens as far as possible on tlie principle 
of equal sacrifice. The taxes collected by the Provincial Govern- 
ment for its own pui'po^’es must not be calculated while assessing 
the burden of all-India taxation. That field of public finance 
must be judged apart. This is the very essence of the federal 
principle. To take an extreme case it may happen that there is 
a province which believes in as little action on the part of the 
State as possible, and naturally spends very little on its Govern- 
mental activity. This certainly cannot be turned into a giound 
for taxing the people of that province higher than another province, 
which, say, spends a lot more on ils go/emment as it supports 
more or less the State Socialist '‘reed. The finance of the Central 
Government must be judged in itseli. A Idle we indicate some 
taxes as Central, they must be such us T,ould, when taken 
collectively at any time, bring about at least a rough equality of 
sacrifice among the citizens of India. All other sources of revenue 
must be left at the disposal of the provinces to be used at the 
discretion of their own peoples and Governments. 

On the expenditure side also the federal principle has some 
unmistakable conclusions to point out. That India as a nation 
must continue to exist and to gi'ow is accepted. For that reason 
it might be necessary not only to clothe the Central Government 
with esseniial functions like defance and currency legislation, but 
also in matters of less vital yet of nation-wide, even international, 
importance, like Labour legislation or anti-opium measures, *to caJll 
upon the Central Government to bring about uniformity of condi- 
tions by its action. There may be various other functions which 
may be mentioned as suitable to the Central Government because 
it is desired that in respect of them conditions all over the country 
ought to satisfy at least a. minimum standard. The point that is 
intended to be pressed in this connection is that, leaving the 
Central Government free to work out its coustructive and restrictive 
measures, of an essential, educative or reformative character, on 
a uniform basis all over the countiy, the provinces must also be 
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left free to, pursue according to their inclinations and resources, 
their course of public ac.tion. This would necessarily mean that, 
while in respect of departments administered by the Central 
Government there would be a rough uniformity of conditions 
between the various provinces, in the field of the Provincial 
Government different provinces would register different records of 
the extent and efficiency of public action. This is bound to follow 
from an acceptance of the principle of federation, at present 
shrouded in the rather ambiguous name of provincial autonomy. 
Provincial autonomy would mean precious little if all that the 
Provincial Governments have to do is to work out the details of a 
policy settled for them ))y the Central Government and if they 
are not to be left entirely to themselves to work out their destiny 
with the aid of the resources at their disposal. To talk of 
Provincial autonomy and unifoi-mity of progress in the same 
bi'eath is absurd. Equally absurd is the suggestion that the 
standard of expenditure can continue to be the same in all 
provinces irrespective of their resources and opportunities. For 
revenue as for expenditure, it must be clearly understood that 
India as a whole is not going to be the unit, except in the case of 
the subjects spe<'ially marked for action by the Centi'al Government, 
and that the provinces are free to do what they can afford. The 
family or the business firm notion of the past must be deliberately 
and finally discarded in favour of the genuine principle of 
federation. 

For purposes of scientific treatment, the functions and the 
burdens of Central Government must be distinguished as a unit 
from those of the several Provincial Governments ; though it must 
be admitted that within the limits of each there might be individual 
items which may not satisfy the essential canon of equality. 

Equality of treatment as between one province and another must 
be reached so far as it is possible in the settlements as a whole, 
and it is not possible to extend the principle of equality to 
individual heads of revenue.’ This is a very correct remark made 
in the coarse of the Mont-Ford Report; but it is likdly to be 
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forgotten, as probably has beea the case with many, that the 
truth of the latter part of the statement is governed by the 
acceptance of the former, and that the former commits the 
framers of the scheme to realise equality of burdens as between' 
the various provinces in respect of the settlement of Central 
revenues taken by themselves, and not of those taken along with 
Provincial revenues and expenditure, which ough^ to constiiuta 
a separate financial unit. This consideration and a faith in the 
beneficence of truth rather than of drift must accompany us while 
judging the facts and merits about the present financial distribu- 
tion in India. 

Lines of Reform 

Apart from the commercial services >f the Government of 
India which ordinarily are regulated by the usual business 
principles, the main soui v*e8 of Central revenue are as follows : 
Customs, Income-tax, Salt and Opium. Opium is a source which 
for the purpose in hand may very well be ignored, botli because 
it is graduallly dwindling into insignificance and because it does 
not raise the question of relative burden on the Indian tax-payer, 
most of it being paid by the foreign purchaser. The revenue 
derived by the Government of India from its salt monopoly has 
a peculiar characteristic in regard to its incidence. It is a tax on 
an article of necessary consumption for which the demand is fairly 
ineilastic. As such it tends to be paid in equal amounts by the 
rich and the poor and to be regressive in its effects. Its use in 
industries and in agricultural and semi-agricultural pursuits may 
be taken as offsetting one another in respect of relative equality 
among the industrial and the agricultural producer. The remain- 
ing and of course the naain heads of Central revenue are Customs 
and the Income-tax, these .together bringing in a revenue of over 
sixty crores of rupees. ‘ Is the burden of these two taxes equitably 
distributed among the various classes of the Indian nation? ' is 
the chief question regarding the present financial arrangements 
between the Central and the Provincial Governments in this. 
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country. The Answer to this, question is obvious au5 may be stated 
without a multiplication of fibres. Incx>me-tax is paid mainly 
by two classes, the professional and the industrial. The pro*^ 
fessional class includes permanent servants of the Government 
and of private employers, doctors, lawyers, journalists and a few 
others. The industrial class includes the merchants, the brokers, 
bankers, and factory owners and various other industrial producers. 
These as a class represent a very small proportion of the popula- 
tion and the wealth of the country. The Customs revenue is for 
the most part derived from import duties levied on such articles 
as piece g^oods, yarn, sugar, iron and steel, machineiy, motor cars 
and hardware. To put it roughly, the consumers of these articles 
are the persons on whom the burden of import duties mainly falls. 
These consumers, as far as can be reasonably ascertained, are 
mostly those very classes who are amenable to the income tax, 
though it is not intended to deny that directly or indirectly all 
classes bear some burden w^hich is attributable to the tariff. In 
eflect, therefore, the position regarding the burden of Central 
administration is this: that the payers of income-tax and the 
consumers of foreign goods bear the main share of that burden. 
As between the various classes in the same province this extra 
pressure on some classes can be compensated for by the arrange- 
ments of Provincial taxation, so that taking the people of a 
province as a whole the burden that they have to bear on account 
of Provincial and Central Governments would be equitably 
distributed among them. But as between the various provinces 
themselves no such compensation is possible. The net effect of 
central taxation is, therefore, highly penalising to those provinces, 
the income of whose people is more amenable to the income-tax 
and whose people are more of consumers of foreign articles. The 
fact is obvious, that there is a rough distribution of Indian 
provinces as industrial and agricultural and hence to secure 
financial justice between them it is essential that public revenues 
derived from both the agricultural and the industrial sources 
'-should be treated on the same basis. If land revenue is to be a 
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provincial hea3 financial jnsticft.* demands that mconie-tax also 
must be the same. 

Two objections are likely to be ur^ed ag'ainst the proposal 
that income-tax should be completely a provincialised source. We 
will be confronted at the outset by the arguiment that tlie incidence 
of income-tax niusl L*e traced back to the customers of the industrial 
producers and that the province where the industrial income is 
received is not always the province wliore It is earned. Both 
these arguments are, however, ritlerly pointless. The pursuit of 
ultimate incidence of n direct tax is merely an academic exercise, 
subject lo so many varying* and ever changing conditions that it 
would be highly inadvisable to draw a ly practical ('omdusions from 
the same. Moreover, supposing tJ'at such a pm suit were to be 
made the basis of our inquiry, who c*in sa> that all or even most 
of the preseiii provn'ncial sources of revenue ler.d no further tlian 
the proviii(‘ir.l tax-payer)^ Can it he confidently asserted even of 
that ‘ stable ^ of all taxes, Ibe land tax, that its harden in all 
cases is borne by the producer and in no sen&e or degree by the 
consumer? The statement that because an industrial establishment 
is situated in a province other than the one in wliich its owners 
reside, the earnings of the concern should he taxed neither by the^ 
province in which the concern is situated nor by the province iii 
which the owners reside but by a third party altogether, the 
Government of India, is, to say the least, veiy curious and unjust. 
Problems of double taxation are inseparable from all systems of 
income-tax and in so far as they are soluble, a proper solution 
could be found for them. Further, it is urged that income-tax 
affects the net earnings of industries and, therefore, their location, 
rise and fall. To an extent, this is correct, but not so in a 
measure so as to affect the inquiry into the best method of 
distributing the sources of. revenue. Nearness to raw materials 
and motive power, supply of cheap and efficient labour, proximity 
of a market where competitive sales might be effected, these are 
far more decisive factors in the location and fortunes of industrial, 
than a system of taxation which, when all is said and done, comes 
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into operation, when the incomes are actually earned. It must 
further be pointed out that inter-provineiai competition in regard 
to rates of income-tax can be prevented by fixing- minimum uniform 
rates for them. When industrial incomes are the result of a 
special protective measure on the part of the Government of India, 
the claim for central taxation of the same is indeed more reason- 
able, and will have to be allowed for in any scheme for financial 
distribution. 

The main taxes to be considered for present distribution 
between tlie Provincial and the Central Governments are as 
follows: — Land Revenue, Excise, Stamps, Salt, Customs, and 
Income-tax. So far as can be reasonably judged at present, the 
taxes available for further exploitation are, the tobacco monopoly, 
death duties, taxation of agricultural incomes, taxation of land 
values in urban areas, and varieties of entertainment and luxury 
taxes. It seems to be the view in some quarters, particularly the 
official quarter, that any improvement on the present system of 
distribution would be unthinkable without some further taxation 
on the part of the Central or Provincial Governments or on the 
part of both. The extract quoted from the Montague-Chelmsford 
Report gives some ground for the belief that buch was the anticipa- 
tion of the framers of the original scheme. If, however, tax 
reform were to be synonymous with an increase in the burden of 
total taxation and in particular of Central revenues, the tax- 
payer may well exclaim that the remedy is worse than the disease. 
The present level of taxation in India is heavy, relatively to the 
average income of the tax-payer, to the efficiency of Government 
service and to the standard of peace-time expenditure. Any 
increase, therefore, in the burden of taxation with the present 
level of national production and the extent of Governmental 
functions is not to be lightly thought of. There ought to be a 
better distribution of taxes that are at present exploited, 
independently of another equally satisfactory distribution of 
prospective sources as well. It is therefore proposed that from 
among the present sources, above referred to, others remaining 
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unaffected by the present proposal, land revenue, judicial stamps 
and excise, should be wholly Provincial. Income-tax, except in 
the case of protected industries, should normally be treated as a 
Provincial source of revenue. Customs duties, salt tax, genera*! 
stamps and the taxation of the income of protected industries 
should be treated as Central sources. In addition to these, special 
taxation of incomes, derived from whatever source above a parti- 
cular limit, say 50,000 rupees a year, on the excess over that 
amount, should be treated as Central revenue. Such a course 
would no doubt l e open, in a degree, to some of the objections 
that are urged against the ceiitralisction of the ordinary income- 
tax. But taking into consideration the lact that the proposed 
change applies to incomes derived fjom all sources and that it 
operates in the case of extjaordinarily high inci.mes, it is presumed 
that the principle of minimum collective sacrifice will support 
the proposal without violating the principle of equity. To the 
extent to which high agricultural incomes are not at present taxed, 
additional taxation would be involved in the proposal here made. 
This is a departure from an ideal solution. But most people will 
agree that the taxation of high agricultural incomes is overdue. 
It must also be pointed out that those provinces which would be 
making an additional sacrifice on this account will at least be 
compensated by the retunis of the income-tax that they will receive. 
Regarding future sources, death duties and the tobacco monopoly 
should be reserved for the Central Government. The introduc- 
tion of death duties in India involves very serious legal and 
economic issues and they are best left to ])e solved by the Central 
Government. Tobacco monopoly will be unworkable except' if 
administered by the Central Government. It is needless to observe 
that in cases of purely revenue tariff which is calculated to have 
a seriously restrictive effect on trade, the liberty to levy a 
countervailing excise must be assured to the Central Government. 
It is obvious that taxation of agricultural incomes, even other- 
wise than under the present land revenue system, and of urban 
iand-vallues must belong to the Government which adminie^s 
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the usual land and income taxes. Taxation of luxuries and 
entertainments is too small and local a matter to be left to the 
Central Government. 

The immediate effect of the sug'g'estions made above would 
be that all provinces will have to g^ive up general stamps as a 
source of revenue. They will, however, receive the proceeds of 
the normal income-tax. The Central Government will receive a 
new source in general stamps. As regards income-tax, it will 
have to part with all its normal yields, excepting in the case of 
protected industries and high incomes. Such an arrangement 
would, of course, mean no hardship for the Provincial Govern- 
ments, who would in fact gain considerably. The Government 
of India will, however, be faced with an immediate deficit of 
about four crores of rupees. This deficit is likely to be only a 
temporary one, as the normal increase in the yield of existing 
sources will be able to wipe it out in the near future. So long as 
this deficit actually continues, it should be met by means of Pro- 
vincial contribuiions. This suggestion is no doubt calculated to 
raise opposition. But the fact that all the provinces w^ould be 
gaining on the income-tax ought to leconcile them to a further 
spell of Provincial contributions. Provincial contributions taken 
by themselves do not constitute a serious draw-back in federal 
finance, so long as the principle of distribution of the burden is 
federal. It is, therefore, proposed that the deficit of the Central 
Government so long as it continues on the present basis should be 
met out of Provincial contributions, based on the assessed total 
Mealth of the province. It is agTeed that any accurate calcula- 
tion of Provincial wealth, rvith the help of the present industrial 
statistics, is a problematical matter. Still if the basis chosen for 
this calculation is the combined yield of the land revenue and the 
income-tax, a sufficiently equable basis for the distribution of the 
burden of the Provincial contributions would be secured. If the 
powers that l>e decide that any restoration of the regime of Pro- 
vincial contributions is unthinkable, it would be better to make 
good the deficit by instituting death duties than to persist in 
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the present scheme of financial distribution which is regrettable 
in history, indefensible in theory and harmful in practice. 


APPENDIX 

Ahstmet of Chai)^^es consequent upon the Acceptance of the 
Recommendations made in the Note, 


EEVE^'lTES OK THE GoVEKNMKXT OF InDIA 


Rs. (Crorea) 

Deduct 

Taxes on income ... 16 

Add 

General stamps ... 5 

Super tax^ and income-tex 
on protected industries ... 7 

Total Deficit .. ... 4 to be mot by (1) normal increase 

in other sources or by re- 
trenchment or by (2) Provin- 
cial2 contributions 4 crores 
or (3) Death Duties 4 crores. 


1 Super-tax aviII be calculated at the present rates on all incomes industrial 
and agricultural above Ks. 50,000 .a year. Hates of ordinary income tax wUl bd 
uniformly fixed at a minimum by the Governnient of India. 

2 Provincial contributions will be divided among the various provinces in 
proportion to their taxable capacity to be ascertained on the basis of the combined 
Land-revenue and Income-tax returns. In provinces where Permanent Settle- 
ment prevails m part or as a whole, special figures, weighted suitably, will have 
tc be collected, 
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The general principles of local finance are the same as those 
of national finance, but certain differences of method and ad- 
ministration rather ihan of principle can be noted between local 
and national revenue. 

It is possible to trace a direct connection between payment 
made and value re(*eived when taxation affects comparatively few 
people. So a certain benefit or (/uid pro quo element is to be 
found sometimes in l()(‘al finance though the establish inent of the 
fact is not justification of the principle. Sometimes a distinction 
is drawn i>etween ‘ onerous ’ and ‘ beneficial ’ expenditure of local 
authorities, the former being of national, and the latter of 
immediately local advantage. It is argued that costs of ‘ bene- 
ficial ’ services should be met by local authorities, but sometimes 
national and local benefits so interpenetrate avS to be often diffi- 
cult of being distinguished. Another feature of local finance is, 
local financial systems are not uniform all over the country; they 
vary from countiy to country with geographical conditions, 
historical circumstances, and poilitical traditions and also vary 
ftom time to time even in the same country as the efficiency of 
local authorities changes; and so, in the absence of balancing 
factors as grants-in-aid, there may arise the anomaly that relative- 
ly poor districts may be in a position of disadvantage than weal- 
thier districts. 
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Grantiff-in-aid are the contributions from the national revenue 
to locail expenditure. Local development and improvements are 
matters of national importance and it would, therefore be a mistake 
to make a hard and fast distinction between local and national 
finance. The scope and activities of local bodies are widening and 
local authorities are therefore justified in demanding financial 
assistance from the national revenue. The whole question of local 
finance is complicated by the differences in the efficiency of local 
bodies, the variations in their rescurces and the variety of their 
services. A part of the funds is drawn from the localities concerned 
and the remainder is obtained in a ^*ariety of ways from the 
general revenue. 

Two problems present themselms in connection with grants: 

(1) Should grants be given at all? 

(2) If they are given, on what principles should they be 

based ? 

As regards the first question, several reasons may be assigned to 
show why grants are necessary. In the first place, many services 
undertaken by local authorities are cf great national importance 
and grants should be paid when a local authority takes up a 
developmental work of national importance. Grants are neces- 
sary where the local body is incapable financially of carrying out 
its proper functions. They may provide a stimulus to local 
authorities to undertake necessary functions and thus wean them 
from stagnation. Another impoiiant feature of grants is that 
they help to reduce the inequality of burden as between one district 
and another, provided they are judiciously distributed. Grants 
are the only means of bringing to bear upon local bodies the 
wisdom and experience of the Central Government and of enforc- 
ing on local authorities the necessary standard of efficiency so 
essential to national interest.^ 


1 Webb, Grants-in-Aid. 
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The chief objections to g-rants-in-aid are the difficulties con- 
nected with fair apportionment betw’een various localities, the 
difficulty of effective control over local expenditui*e, the pos- 
sibilities of extravagance and want of initiative on the part of 
the local authorities. But these difficulties can be minimised by 
defining more or less clearly the financial relations of local bodies. 

As regards the second problem — the problem of the principles 
on which grants should be allocated-r-presents many difficulties. 
In England large sums are distributed annually from the C'entral 
Exchequer in the form of grants-in-aid to local authorities for 
specific purposes. These grants have developed during the last 
100 years. In England Ijord Goschen’s reforms of 1888 to limit 
the demands on the general taxiiayer and to encourage local 
economy by giving certain assigned revenues to the local author- 
ities did not meet with much success. The system of assigned 
revenues was practically abandoned in 1910. The Geddes Com- 
mittee on National Expenditure remarked that up to 1913-14 
many fixed or per capita grants were given on behalf of specific 
services and they liave now been largely replaced by the percent- 
age grants. The percentages vary froni 20 per cent to 70 per 
cent, the most frequent figure being 50 per cent. It. is said that 
the percentage grant system serves to stimulate lo(*al bodies to 
improve the efficiency of their services. 

According to the Geddes Committee, “ the vice of the per- 
centage grant system is that the local authority which alone can 
really practise economy in these services loses much of its incentive 
to reduce expenditure especially when the larger proportion is 
paid by the taxpayer through the Exchequer. The deciding 
voice as to what money shall be spent is not that of the Govern- 
ment or the House of Commons but that of the local authorities. 
The Departments are thus in great difficulties in framing estimates, 
for these are based on anticipations not of what the Department 
itself will do but of what hundreds of local authorities may doi 
The weakness of divided responsibility is manifest throughout 
We consider that percentage grant system should be 
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abandoned in tbe interests of economy and be replaced by fixed 
grants or by grants based on some definite unit.” 

These criticisms of the Geddes Committee have much force 
but it would be a mistake to assume that all increased expendi- 
ture on such thing‘s as education, public health, etc., necessarily 
implies extravagance. The recommendation of the Committee 
that fixed grants should generally be given is on th^ whole sound. 
In India till recent years the same prin^dple »v’hich the Geddes 
Committee seek to empha.sise was universally acceptdfl, e.g,, in 
Education local authorities were made responsible for providing 
Elementary Education and the liability of tbe Government was 
confined to supplementing the resorrces of those bodies. This 
policy has in practice been abandonea in several provinces. 2 

In many European countries there is in general no complete 
separation of sources of revenue, though there are differences of 
detail due to historical circumstances and geographical condi- 
tions. 

In India local authorities have developed their powers by a 
gradual process of devolution of powers by the Piovincial Govern- 
ments and the latter still exercise a greater control over them 
than is the case in other countries. Under the Government of 
India Act (1919) the Provincial Governments are still responsible 
for the services of the local authorities. We shall consider here 
some of the issues that are involved in the allocation of resources 
between the Provincial Governments and the local bodies. It is 
not necessary to go into the details of the nature of the changes 
introduced into the financial relations between local authorities 
and the Provincial Governments by tbe reforms of Lord Mayo 
and Lord Ripon, and the Decentralisation Commission of 1912. 
The Indian Taxation Committee (1925) examined the existing and 
potential resources of local bodies and concluded that local 
authorities will require to be supplemented by subsidies. In 

2 Government of India Occasional Reports. Grants-in aid to Schools in British 
India (1923). 

F. 19 
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India, State assistance to local authorities is given in the follow- 
ing ways : ^ 

(a) Provincial administration of services or portions of 
services recognised as local, 

(h) By grants representing the cost of certain items of 
expenditure relating to particular services. 

(c) By Goveniinent making local bodies as their agents for 

particular services and meeting the cost. 

(d) By block grants. 

(e) By grants proportional to total expenditure, particularly 

in respect of education and medical relief in many 
provinces. 

The general principles emphasised by the Committee on this 
question are that (1) subsidies should ordinarily be restricted only 
to services of national importance, (2) they should be granted in 
a manner which will enable the Provincial Government to insist 
on efficiency and (3) they should be granted on some uniform and 
intelligible plan in such a way as to enable a local body to adjust 
its expenditure and its receipts from tax revenue and grants. 

The main cause of the poor finance of local bodies in India 
seems to be that their financial relations with the Government 
have not been clearly defined. Local self-governing bodies were 
first called into existence half a century ago with the primary 
object of affording the people a training ground in the government 
of the country and from time tk) time responsibilities were added 
to them. These local bodies at first functioned with their slender 
resources supplemented by doles from Government. The need for 
defining the financial relations between the Government and the 
local bodies led the Madras Government to appoint a Committee 
in 1920. This Committee surveyed the possible grounds of 
developing the resources of local bodies and made recommenda- 

3 Indian Taxation Enquiry Coininittoe (1924*26) Report (pp. 414-416— 
Reprint). 
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tions but no action was taken as it was just then the reforms had 
been introduced and the Meston award had made it difficult for 
Government to afford much financial relief to local bodies. Local 
administration in the Madras Presidency covers various national 
and semi-national services which by the exigencies of provincial 
finance have been committed to the care of local bodies. It is 
open to local bodies in this province to expand tlieir services but 
their resources are hopelessly inadequate and it is therefore difficult 
for them to have a better staiidaiv of admiir’siration. The local 
bodies have been affected by the l ise in prices and the cost of living 
in recent years. 

In this province, an aitempt has been marie 1o replace uncertain 
doles by recurring subsidies for seme national services. Grants 
for non-recurring purposes are also given bat mmor works of local 
importance are left entirely to local bodies. In the case of 
municipalities the recurring gran+s are paid by the Government 
for such services as, maintenance of trunk roads, elementary 
education, secondary schools, medical relief, municipal health 
officers. In the case of local boards grants are paid for trunk 
roads, second class roads, elementary education, secondary educa- 
tion and medical relief. No giunts are given to municipal 
councils for purposes other than major water supply and drainage 
scheme, and in the case of such major schemes, the Government 
contribution is one-half of the cost of the scheme. Grants are 
not allowed for the upkeep. Half grants are paid for medical 
buildings and buildings for secondary schools. As regards local 
boards, full grants are generally given for bridging main lines 
of communication and half grants for less important roads. 
Discretionary grants-in-aid are given in cases where boards are 
unable to make both ends meet even after levying taxes at the 
maximum rate. 

It is dlear that subsidies seem to have in the past been made 
on no definite intelligible or uniform standard to enable local 
bodies to carry, on their work. The Indian Taxation Enquiry 
Committee have given some figures ib show the percentage of 
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provincial grants to total expenditure on education, medical relief 
and civil works for district boards in the various provinces. 
Madras 43 per cent; Bombay 67 per cent; Bengal 27 per cent; 
Bihar & Orissa 20 per cent; Assam 42 per cent; Punjab 40 per 
cent; United Provinces 33 per cent; Central Provinces 62 per 
cent. 

The following table gives some interesting figures showing 
the relation of grants to total expenditure in some municipalities 
and local boards in the Madrs^s Presidency. 


Name of Municipality or 
Ijocal Hoard. 

Total 

Ordinary 

Expenditure. 

Oovernraent 
Grants and 
other Contri- 
butions. 

Percentage of 
column 8 to 
column 2. 

1 

2 

3 

4 


Rs. 

Bb. 


Madura 





7,67,144 

60,384 

7 

Trichiiiopoly ... 

6,64,866 

16,269 

3 

Cocanada 



1,78,189 

16.998 

10 

Coimbatore 




2,61,909 

28,968 

11 

Dharapuram 


67,766 

3,161 

6 

Mangalore 



1,23,304 

14,196 

12 

Cuddalore 



1,42,993 

13,624 

9 

Kurnool 

1,11,449 

26,372 

23 

Local Boards. 

Rupees iti 

i — 

Rupees in 



lakhs. 

lakhs. 

* 

Salem District 

11 '42 

2*84 

26 

Kistna District .*. 

18-60 

4*99 

97 

Madura District 

917 

2'62 

28 


The expenditure of the local bodies in India is bound io grow 
iviih the normal development of their public services. It is a 
question as to how far their expenditure should be met by taxes." 
It is said that much of their expenditure should be niet by taxes 
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on immovable property within their areas in order to create in 
them a sense of responsibility and in the .case of the municipalities, 
it is sug’gested to have a small addition to the income-tax collected 
from the inhabitants of the town. But a consideraole part of the 
expenditure of local authorities for education, sanitation, main- 
tenance of roads, etc., which are also of national importance, has 
to be defrayed out of general revenues. Such grants should of 
course be earmarked for the specific purposes viih guarantees that 
money is properly spent and the services rendered are quite effi- 
cient. As the scope lor local taxation is very limited in India, 
there is no doubt that in the province of Mj'.dras, at any rate, the 
funds necessaiy to finance national eer dees in any local area should 
be })orne wholly or in a much larger proportion by the general 
taxpayer. The location of such services, as roads, bridges, etc., 
demands their being* performed only by and through local bodies 
whose resouices ai*e very limited. For instance, the classification 
of roads as trunk roads, district roads and other means of com- 
munication is based not on the services rendered but on the 
financial exigencies of the central authority. What is true of 
roads is equally true of other services of local bodies most of them 
belonging really to the categoi*y of national or onerous duties. 
The existing classification of national and semi-national services 
needs readjustment under such heads as Communications, Edu- 
cation and Public Health. The observations of the Financial 
Relations Committee (1920) in paragraphs 32 to 45 of their report 
regarding grants from provincial revenues in aid of local author- 
ities are quite sound. 

At present district boards and municipalities have not the 
resources to function to the best advantage of the community 
and their receipts from taxation have to be supplemented by grants. 
To secure a proper basis for granting subsidies to loi al bodies it 
is necessary to make a detailed examination of the conditions in 
which they now function, and a reclassification of the services 
rendered by them. With regard to the control to be exercised by 
the Government over the expenditure of the grant, we wi^l do 
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weill to remember the wise words of the Financial Relations Com- 
mittee: “It is the duty of the Government to insist that all 
grants from provincial funds are spent to good purpose. 
Failure in this would be a grave disservice to the general tax- 
payer, but meticulous interference with a local body’s freedom is 
likely to defeat its own end. The theory that increased subven- 
tions should be accompanied by increased control was discounte- 
nanced by the Decentralization Commission, and rightly so. 
Control over the details of administration is contraiy to the spirit 
of recent legislation. Control is necessary, but we would confine 
it generally to the scrutiny of broad lesults, and it should be 
made effective by financial pressure rather than by execu- 
tive order. No grants should in our opinion be sanc- 
tioned, except on the clear understanding that the Government 
are at liberty to reduce or withdraw them, if the seiwices for which 
they are intended are not efficiently administered.” 
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if 

An attempt has been made in this Paper to discuss the fi^eneral 
principles of Inter-State Finance and of the allocation of Public 
revenues between the v^arions tax-jurisdictions. The fiscal rela- 
tions between the Government of India and the Indian States in 
general and the position of Mj^sore in particular with regard to 
certain matters of common interest such as Customs, etc., have 
been described. It is pointed out how the 'want of organisation 
for joint deliberation and joint action in matters of common 
concern between the Indian States and the Government of India 
has put the interests of the former into the shade. A scheme 
which has as its ultimate goal, a Federated State of India, has 
been adumbrated to solve the problems connected with relations-*— 
political as well a.s economic — ^lietween the Government of India 
and the States; and a machinery such as an Inter-State Fiscal 
Board has also been suggested to deal with matters of immediate 
conceriii. The methods which such a machinery will have to em- 
ploy in the case of the distribution of customs revenues, as also the 
basis of such distribution have also been described. 

It follows that the crux of the whole problem lies in the fact 
that the economic interests of the India States have not been 
receiving as much attention* as they ought to, at the hands of the 
Goyernment of India. It is obvious that the States are closely 
concerned in any fiscal policy which might be adopted by the 
Government of India; for, enclosed as they are within the limits 
of the Indian Empire, their interests cannot be sharply distin- 
guished from those of British India. The neglect of the interests 

4t8 
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of the Indian States which cover one-third of the territory and 
contain about one-fifth of the population of the Indian Empire 
cannot but react on those of British India itself. The Govern- 
ment of India has a dual function to perform : on the one hand, 
it is directly concerned with the administration of British India, 
while on the other it has to watch over the interests of the Indian 
States. It is earnestly hoped that the Government of India will 
act fairly, equitably and with a single eye to justice, in dealing 
with the problems arising out of the inevitable relations between 
the Government and the Indian States, and not allow the inter- 
ests of the latter to be controlled as hitherto by the British Indian 
electorate or the British Indian Legislature in which the Indian 
States have no voice or representation. 


1. PRINCIPLES OF INTER-STATE FINANCE 

The existence of several spheres of Government, Central, Pro- 
vincial and Local or Federal, State and Local with their concur- 
rent and competitive tax-jurisdictions, has been a source of acute 
difficulty. The problem has become compUcaled witl) the develop- 
ment of constitutions and growth of economic life. The division 
of functions and powers between the various spheres ot Govern- 
ment has as its natural concomitant the distribution and allocation 
of the various sources of revenues. The i)arallel movement of 
integration and differentiation of functions in the political system 
has l)rought out the weakiievss of the tax-systems and has rendered 
the readjustment and rearrangement of the fiscal relations a mat- 
ter of necessity. A search for the principles according to which 
the allocation of revenues is made in various countries of the world 
will ihrow light on tlie constitution-making of India. In no 
country, however, is the distribution of taxes based upon pure 
considerations of theory. The systems adopted by the different 
constitutions have been moulded by past history, the people’s 
psychology, religious influences and relation to neighbouring 
States. 

From the Indian point of view the subject of fiscal relations 
has assumed very great importance. The distribution of the re- 
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venues between the Central Government and the Provincial Gov- 
ernments has been declared unsatisfactory and the question has 
been referred to the Royal Commission on Indian Ref aims. 
Similarly the financial relations between the Native States and 
the Government of India have also been considered as lacking' in 
system and uniformity and tlie problem is being ta(‘kled by the 
Butler Committee. Apart from the immediate solution of the 
question of the fiscal inter-relations between the Government of 
India and the Provinces of India on the one hand and the Native 
States on the other, there looms in the distance the goal of a 
federation of India in which the Provinces and the States will 
have to find a place as Constituent niendyers. In Federal India 
the fiscal relations will hav.^ to be uadjusted and the financial 
powers redistributed and the sources of puhMc i avenue re-allocated 
among the component parts and the central anthoi-ity. • A com- 
mon and comprehensive formula therefore must be devised in 
which considerations of equity and economy, history and expedi- 
ency, adequa^cy and efficiency will be given their due importance. 

The problem of fiscal relations between the Government of 
India and the Native States will be considered from two points 
of view; first the existing relations, their classification, and the 
financial consequences for the Native States and secondly the 
future relations when India under the British Crown comes to be 
federated and the Native States become parts of Federal India. 
The two points of view have one thing in common, namely, the 
existing rdations, no less than the future relations can be brought 
under the general principles of federal finance. The most im- 
portant Native States vis-a-vis the Government of India now 
occupy and with some modifications will also occupy in future a 
position of autonomy or semi-sovereign status and lay claim to 
treatment more or less on a basis of equality in matters fiscal 
and financial. 

The pivot on which all federal finance turns is the allocation 
of revenues as between the federal authority and the federated 
units. The allocation is brought about in practice by several 

F. 20 



416 


B. tirumalachar 


methods, not mutually exclusive, but supplementary to one an- 
other. The States or Provinces that unite in a Federation generally 
start with a separation of the sources of levenue and the line of 
division l)etweeii the Federal sources and the State sources is drawn 
between those matters which are of importance to the economic 
unity and political integrity of the who^le country and those 
matters which are best administered by the component parts of 
the federation. All consumptive taxes, both customs and excise, 
are almost universally federal the reason being that there should 
be uniformity in all things aifecting trade and business within 
the (country and that there should be no interference in the opera- 
tion of free commerce by the member states for their own parti- 
cular benefit and to the disadvantage of tlie whole country. The 
same argument applies to taxes on transactions taken in the 
shape of stamp duties. In tlie field of direct taxation the posi- 
tion is not so clear. Before the War the Federal Governments did 
not resort to direct taxation since their revenue from indirect 
taxation was sufficient for their needs. But since, the War the 
taxation of income Las become an important feature of federal 
finance either on account of the urgent need for fresh reso-urces 
or by reason of the difficulty ol administering a personal income- 
tax over any area smaller tliaii that of a whole country. A pure 
system of complete separation of taxation, however, brings its 
own difficulties because there is no g*uarantee that the system will 
give both parties sufficient for their needs. -There may be an ex- 
cess in the one case and a deficiency in the other. To meet this 
situation the expedient is either to divide the proceeds of the most 
productive fedeial sources such as the customs or to give subven- 
tions as is done by the Union of South Africa to the Provinces, 
or by the Commonwealth of Australia to the States or the Domi- 
nion of Canada to the Provinces. There is no system of distri- 
bution of revenues which is worked out from first principles. But 
all the systems each in its own way and each with individual pecu- 
liarities conform to fundamental principles : taxes which have the 
widest basis, which require uniformity of administration and 
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which affect generai interests of the country as a whole are assign- 
ed to the federal authority, such an assignment being corrected in 
the case of inequality or inefficiency by a sharing of the i*evenue 
or by a system of subsidies, subventions and contributions. 

2. FINANCIAL RELATIONS BETWEEN THE INDIAN 
STATES AND THE GOVERNMENT OF INDIA 

Directly and indirectly, the subjects of the Indian States have 
been paying a large sum io the British Government without re- 
ceiving a coiT:.si)onding compensation. The vaiiouK channels 
through whicli the resources of the Indian Stares are finding their 
way out will be described and a case made out for the jiarticipa- 
tion of the revenues of the Government (f India io which their 
subjects contribute. 

Customs Revenue: The moot important and the most complex 
of the problems connected ^vith the fiscal relations between the 
Indian States and the Government of India is that of the customs 
revenue. At a glance one would hardly think that there is a 
problem at all ; for it is a plain and uncontroverted principle of 
Public Finance that the customs duties are paid in the main by 
the subjects of the Government wdiich levies them and that the 
customs revenue should form part, of the income of the Government 
the benefits of which accrue to the subjects thereof. In India 
however, for the levy and co’llection of the customs, the whole 
country — British as well as Indian — is taken as one unit, so that the 
subjects of British India and those of Indian States pay the duties 
on the articles they consume, but the proceeds of the customs 
revenue belong almost wholly to British India. Obviously this 
is an anomaly. There is no justification for the Government of 
India to levy customs on .goods consuraed in the Indian States 
when it does not share the yield with the sister Government. 

Further the claim of the Indian States for a part of the 
proceeds of the customs duties is supported by the sunender of 
their right to levy transit duties. The surrender was made com- 
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pletely on the part of some states and conditional on the part of 
others in response to the appeal of the Government of India, who 
rightly condemned the transit duties as hampering the growth of 
commerce and the development of industry. But their abolition 
which involved a considerable loss of revenue to the States was not 
accompanied by any compensation to them from the Central 
Exchequer. 

The States did not complain so long as the Goverament of 
India followed a policy of Free Trade. But slowly and by 
measured steps it has advanced from absolute Free Trade, to a 
levy of duties for the purposes of revenue and then to a policy of 
^‘Discriminating Protection’’; and the last stage which looms 
in the future, would appear to be one of thorough-going Protec- 
tion. Up to 1894, the duties, such as they were, were only 
nominal. From 1894 to 1910, the duties did not exceed five per 
cent wdiich came to be considered the conventional rate. A few 
years before the Great War, the duties showed a tendency to rise 
and during Uie War. the tendency became more and more marked. 
At the end of the War, the Governnient of India radically altered 
their policy and raised not only the existing scale of duties, but 
also added new articles to the Tariff. The change between 1884, 
when tlie customs revenue was a paltry sum of one crore of rupees 
and 1926 when the receipts from customs mounted up to about 
46J Cl ores, could only be considered as phenomenal. In fact, the 
customs revenues form the largest single item in the revenues of 
the Government of India. The people of the Indian States who 
are consumers of the dutiable articles have materially contributed 
to this growing revenue, while the Governments of these States 
have been deprived of a share in it. The customs duty thus 
operates as an enforced levy on the people of tlie States who are 
compelled to pay it in the shape of a rise in prices. 

The subject is really one of joint concern between British India 
and Indian States, though it is not acknowledged or acted upon 
as such. The Indian Fiscal Commission was appointed without con- 
sulting the States. The policy of “ Discriminating Protection ” 



FISCAL RELATIONS BET. GOVT. AND STATES 


419 


was adopted without considering the interests of the States, The 
Tariff is framed by the Indian Legislature in which Indian States 
have no voice. It really amounts to Taxation without representa- 
tion : the peopile of the Indian States pay the customs duties which 
are levied without their consent and in the yield of which they 
are not given a share. In fact even fiom very early times, the 
Indian States have been treated as ‘‘ foreign territory for pur- 
poses of the levy of those duties, though not tor the purposes of 
the payment of those duties, as fo'* instance in the Sea Customs 
Acts of ISba, 1878 and 18d4. 

Recently tho revival last year of the Viiamgaum Customs 
Cordon which had been abolished b’^ the Convention of 1915, 
has added one more cause foi comjilaiiii It has lent support to 
the contention of the Indian States on the jea-board that British 
Indian Trade and British Indian Ports have to be developed 
even to the exclusion of those cf the Indian States. It has also 
lent countenance that the iiUv'rests of the States are subordinated 
to the wdshes of the British Indian Electorate, which, to say the 
least, is a constitutional anomaly. 

There is nothing novel or revolutionary in the idea of ad- 
mitting the Indian States to a share of the customs revenue. The 
principle has already been recogmized thoxigh tentatively and in a 
halting manner by the Government of India in the case of Kashmir 
and Jammu, Travancore and Co*diiii and some of the Rajput 
States, which are given in one form or another a share of the yield 
of the customs duties. Kashmir receives its imports from the 
sea-ports free of all duties and has power to impose its own rates 
on all the goods that cross its frontier, provided the rates are not 
lower than those of the Indian Tariff. The Government of India 
have entered into an agreement known as the Interportal Agree- 
ment with Travancore whereby that State has surrendered the 
right of collecting sea customs for an annual sum calculated on 
the basis of the receipts from the ports at the time the agreement 
was made. In return for the abolition of their transit and customs 
duties, Alw^ir ?md Kishengarh receive certain compensation. 
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The former gets annually a sum of 1,25,000 rupees. Thus the 
principle of admitting* the Slates to a share of the customs revenue 
and of compensating them for the surrender of the privilege of 
regulating their own commerce has already been recognised by the 
Government of India, What is now needed is mereily an exten- 
sion of the principle to Ihe Indian States in general whose subjects 
no less than the subjects of British India pay these customs duties 
in proportion to their (‘.onsumption of the dutiable commodities. 

Coinage and Currency: Owing to its geographical advantage, 
its larger sphere of economic activity, its more 'widespread trade 
operations and tlie consequent commercial connections which have 
grown up between British India and the Indian States, the Govern- 
ment of India has been able in i)i‘actice to impose its own currency 
upon the States. Naturally the defects of its currency policy have 
reacted upon Iheir economic conditions, by throwing an unexpect- 
ed burden upon them. Further, after the War, the Indian States 
along with the rest of India, have been forced to incur increasing ex- 
penditure in order to maintain their glowing ac tivities — economic 
and social — at a high level of efficiency. Besides the depreciation 
of the ru])ee — in other words the rise of prices — ^has sent up the 
cost of administration everywhere, while at the same time it has 
reacted upon the people by increasing their cost of living. All 
these results are due to a certain extent to the currency policy of 
the Government of India. 

Further the British currency has been adopted by almost all 
the Indian States, though there are certain exceptions like Hydera- 
bad, where both the British as well as State currencies are in force. 
The Government of India coins rupees for the use of British 
India as well as for that of the States. T^arge minting profits and 
seigniorage receipts are made by the Government of India which 
accnimulate them in the Goild Standard Eeserve meant for the 
stabilisation of the exchange. Besides the management of the cur- 
rency by the Government of India acts inevitably upon the econo- 
mic conditions of the people of the Stales as much as upon those 
pf British India, Thus Indian States havp a dear right to be 
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consulted before any change in the currency policy is con- 
templated. 

Opium and Salt: The subjects of Salt and Opium have been 
repeatedly brought to the notice of the Government of India with 
very little tangible result. As regards Opium, though the direct 
trade with China is abolished yet Indian Opium finds its way into 
that country through Japan, Persia, and the Straits Settlements. 
French Indo-China still absorbs a large quantity. And Holland 
and other European countries import this drug for medicinal and 
other purposes. The Indian States claim that the legitimate trade 
in Opium which still exists should be thrown open to them, or 
at least the profits derived by the Government of India from their 
opium trade should be equitably Jistribdted amongst them. The 
claim of the States receives added emphasis ^rom the fact that 
the Opium revenue of the Government of India has increased from 
Bs. 2*87 crores in 1915-1(' to Rs. 4*34 crores in 1924-26. 

As regards Salt, the Government of India secured to itself 
the monopoly of the Salt trade of India, having given compen- 
sation to certain States \\ith whom special agreements were entered 
into. But some of the larger States did not receive any compensa- 
tion at all; and they have therefore lost their revenues and are 
even now losing them, while their subjects are burdened with 
this tax on a necessity of life which they would have escaped if 
their States liad not chosen to levy it. Even these States to which 
compensaticn was given have suffered inasmuch as the rates of 
duty on Salt have fluctuated, while the amounts of individual 
compensation have remained constant. The Government 
of India get an increasing income at the expense of the States 
which receive no compensation as well as of those which get a fixed 
amount. Under these circumstances, it is but fair that those 
States should receive the differences due to the higher rates of 
duty levied subsequently as compared with those which obtained 
at the time the agreements ivere entered into; while the States 
which are not given anything at present must be treated on a 
basis of equality with the rest. 
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Posts and Telegraphs and Railways: This is another matter 
in which the Government of India contiois the interests of the 
Indian States. There are no doubt certain States like Hydera- 
bad which have their own Postal Departments; but even within 
the territories of such States, the British Indian Postal arrang'e- 
ments predominate owing' to a variety of circumstances. The 
Telegraphs, hoAvever are entirely in the hands of the Government 
of India. And all the profits that accrue from the administra- 
tion of these Departments and all the other incidental advantages 
thereof are wholly reserved to British India to the exclusion of 
the States, The Railway Policy of the Government of India is 
open to the same objection so far as it alfects the Indian States. 
The earnings made by the Railways whose lines run through the 
States are credited wholly to the British Indian Raihvay adminis- 
trations and are not subject to Stiite taxation. Nor ai'e tlie States 
given a voice in the operation of those sections which are worked 
within their territories. Besides the Railways owned by Indian 
States are regarded for all practical purposes as branch lines of 
the British Indian Systems. The subordinate position of the 
State Railways is made clear by the fact that they receive in all 
matters of common traffic a treatment much less favourable than 
that received by their own branch lines. Further every new pro- 
ject in the States has to receive the sanction of the Secretary of 
State. And though legislation passed by the Governor-General- 
in-Couhcil can have no force in the Indian States, yet an excep- 
tion is made in the case of the Indian Railway Act which is 
supposed to apply to the State Railways also. Thus the States 
have neither any control over their own Railway policies, nor do 
they receive an adequate share in the profits made by the British 
Indian Railways to which they make contributions in so far as 
they serve as feeder lines. 

On balance it is thus found that the States give in one shape 
or another to British India much more than they receive from 
it. The terms of interchange consisting on the one hand of 
intangible utilities like security, peace and protection, and on 
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the other of cessions of territory and payment of subsidies, of 
duty on consumable commodities like salt and profits from opium, 
and taxes on raw materials of manufacture such as cotton and 
iron, the incidence of wJiich cannot be accurately traced, do not 
admit of any accurate mathematical expression. But they are 
definite enough to give one a more or lass clear idea that the 
balance of advantage lies on the side of British India. The States 
it is pointed out enjoy peace and protection from foreign aggres- 
sion ; these are benefits, no doubt, to be Highly esteemed and 
worth a considerable price. But they are not given away to the 
States without c quid pro quo; the States have actually paid for 
them and continue to do so. Some of the States— the most im- 
portant of them — have surrendeietl parts of thoir territory, while 
others pay annually subsidies which amo'^nt about a crore of 
rupees. Nearly all of them maintain armies. Imperial Seiwice 
Ttoops, not so much to semre internal peace as to safeguard and 
guarantee, in their own humble way, the integrity of the Empire. 
What is most important of all is that British India finds in the 
Indian States reserves of strength, bo^“h monetary and military, 
which can be drawn upon in times of national peril. Such re- 
serves were freely made use of during the Great War and their 
value to the Empire is handsomely acknowledged by the distin- 
guished authors of the « Montague-Chelmsford Report in the 
following words. 

No words of ours are needed to make known the services to 
the Empire which the States have rendered . . . .With one accord 
the Eulers of the Native- States in India rallied to fight for the 
Empire when war was declared ; they ofiered their personal services 
and the resources of their States. Imperial Service Troops from 
over a score of States have fought in various fields, and many with 
great gallantry and honour. The Princes have helped lavishly 
with men and horses, material and money, and some of them have 
served in person in France and elsewhere. They have shown that 
dur quarrel is their quarrel; and they have both learned and 
taught the lesson of their own indissoluble connexion with the 
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Empire and their immense value as part of the polity of 
India/’ 

So, the States in exchangre for the ceded territory, payment of 
subsidy and maintenance of efficient troops, obtain from British 
India the advantages of peace, security and protection. The terms 
of exchange may be considered fair and equitable. But the further 
loading of one side of the scale — ^that of the Indian States — ^with 
serious deprivations such as those involved in the sea customs, salt 
and opium, coinage and currency. Post, Telegiaphs and Railways 
is hardly fair to the States, especially at a time when their resources 
are found insufficient to meet their growing needs. In the circum- 
stances in which the Indian States find themselves, they can hardly 
balance their budgets, for the devices that are usually open to the 
Sovereign States, viz., levy of customs duties, profits from coinage 
and currency, revenues from opium and salt monopoly, whereby they 
can adjust their income to the expenditure and provide for a fuller 
and happier life for their people are practically denied to them. 
The States have therefore a just claim to put forth for tlie con- 
sideration of the Government of India. Not only should there be 
joint deliberation in matters which are of common interest to both 
Indian States and British India, bui the States should be given a 
proportionate share of all the revenues to which their subjects 
contribute. 

3. FINANCIAL RELATIONS BETWEEN THE MYSORE 
STATE AND THE GOVERNMENT OF INDIA 

Having considered the relations between the Government of 
India and the Indian States in general the position of Mysore in 
this respect may now be discussed in some detail. Along with the 
other States, Mysore is laid under contribution in various ways by 
British India; and the taxable capacity of her people is further 
tapped without any commensurate benefit being given in return. 
All the general arguments hitherto adduced apply to Mysore also, 
while there are a few more which arise out of the peculiar circum- 
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stances of the State. The relations between the Government of 
India and the Mysore State are set down in the Instrument of 
Transfer of 1881, replaced by the recent Treaty of 1913. 

As regards the customs duties, Mysore belongs to the category 
of inland States, which having no sea-board, are subject to an 
indirect taxation by the Government of India in the shape of Im- 
port Duties. Under the Treaty barring two kinds of commodities, 
viz., (1) articles of through traffic, which may not break bulk with- 
in the Mysore Territories and (2) p Hides which are imported for 
the use of troops in (Jantoninents, the Government of Mysore retain 
the right to impose duties on all other goods which are imported 
into, and exported from, the States. A sufegeation is made that 
the State should levy export duties on c ortain articles such as silk, 
copra, arecanuts, fruits, hides, tanning materials, etc., which are 
produced under conditions of special advantage in the State, be- 
cause such export duties could be shifted to consumers in British 
India and in foreign countries. Similarily an import duty on 
articles of luxury such as tobacco can also be levied by the State. 
Yet the Government hesitates to adopt the measure, as being sur- 
rounded on all sides by British Territory, the people have already 
to bear their share of all customs duties in India and such further 
dutievs unless there is a certainty that they would be shifted to 
the consumers might act as double burden on the people. 

Mysore being a land-locked State, the Government of India 
is in a position to levy customs duties on all foreign goods import- 
ed into the State. Owing to the avowed policy of Protection 
which the Govemmeni of India ha-s adopted in recent years, the 
classes of articles on whicli duty is levied have been increased to 
such an extent and the rates of duties so greatly enhanced that 
the drain of Mysore through this channel has now grown to such 
an extent as to reduc^e the, taxable capacity of the people and the 
resources of the State. The customs receipts of the Government 
of India swelled from Es. 8-81 crores in 1915-16 to about 36^ 
crores in 1921-22 and to Bs. 46-40 crores in 1926-26. The tax 
virtually operates as an enforced levy and as it is continually 
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showing an upward tendency, it is necessary thaf the interests of 
Mysore should receive particular attention. Besides, when the 
Pi^vincial Governments can import stores, materials and other 
goods duty free into their territories, it is not just that the Mysore 
Goveniment ‘ as such ’ should be debarred from doing so, especially 
in these days of financial stringency, and more particularly when 
the Mysore Government does not levy any duty on goods in through 
traflSc which do not break bulk in the State. The burden is all 
the more severe when it is considered that the State is losing about 
Rs. 10 to 11 lakhs per annum from transit duties which were 
abolished as being a restriction on trade, though some of the 
articles on which these duties were levied were such that the bur- 
den could be shifted to consumers, being produced chiefly in 
Mysore. It may not be out of place to mention here that the 
State suffers greatly from its remoteness from good harbours. The 
acquisition and development of a port on the West-Coast such as 
Bhatkal will be of gieat advantage to the state; it will reduce 
the cost of carriage and divert the trade to the most suitable chan- 
nel instead of going by the circuitous route, as at present, to 
Bombay, Madras, Mangalore or Marmagoa. 

Next Mysore is prohibited from the manufacture of and trade 
in salt and opium. The salt arrangements of the Government of 
India are not equitable as regards the interests of the Mysore 
State. According to the Report on Taxation in Mysore, “ the 
taxes of the State fall in the main on labourers, urban and rural, 
and small landholdeis and peasant proprietors. The compara- 
tively wealthy persons consist of large holders, viz,y big merchants 
and the upper grades of professional classes. . . , This class may 
be said to be comparatively under- taxed (p. 92). Thus inci- 
dence of taxation as a whole falls heavily on the poorer classes in 
the State; and to levy a tax on such a necessity as salt, would 
be too much of a strain on the already low taxable capacity of 
these classes. If the Mysore State were not bound by the terms 
of the Treaty it is possible, the salt duty may not have been levied 
gr if levied, the salt-rgvenue would at least have begn utilized for 
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the benefit of tEe tax-payers. Besides, the Government of India 
is not following' a uniform policy towards all the Indian States. 
The Rajputana States which are affected by the British Salt 
monopoly on the Sambhar Lake have all been compe-nsated. The 
Central India Agency, States of Gwalior and Indore have also 
been awarded an annual compensation for the loss of their salt- 
revenue. Even the Maritime States of Tlavancore and Cochin have 
received pecuniary compensation for oeuain rights over salt which 
they abandoned. The Guzerat Spates of Cambay and Badhan- 
pur are being paid an equivalent for the duty they have foregone 
on salt consumed by their own -ubjects. The Kathi.iwar Maritime 
States are allowed to utilise their own scL for the consumption 
of their own people. The Mysore Ste^a' receives neither compen- 
sation for loss of salt revenue nor is it allowed to import free 
of tax salt for the consumption ot the people. 

As regrrds coinage a id currency the Treaty has the fallow- 
ing; — The coins of the Government of India shall be legal 
tender in the said tenitories in the cases in which payment made 
in such coins would under the law for the time being in force, 
be a legal tender in British India; and all the laws and rules for 
the time being applicable to coins current in British India should 
apply to coins current in the said territories.^^ Thus by this pro- 
vision, no option is given to the Mysore State. It places the ad- 
ministration of the coinage and control of currency entirely in 
the hands of the Government of India. Gold Standard, Gold 
Bullion Standard or Gold Exchange Standard, Is. 4d. ratio or 
Is. Gd. ratio, Imperial Bank or a Reserve Bank — all these are 
matters in which the Indian States like Mysore have no voice, 
though they are as much affected by any policy followed in these 
matters as British India. 

Posts and Telegraphs of the State are also controlled by the 
Government of India by express clauses in the Instrument of 
Transfer as well as the Treaty of 1913. The old Auctre was amal- 
gamated with the British Postal Service in April, 1889, and the 
management transferred to that Department. The terms of the 
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transfer were, that the whole of the Postal expenditure should be 
borne by the British Government and that the whole of the official 
codrrespondence of the State should be carried within the limits 
of Mysore free of cost to the Durbar. It is needless to point out 
that Mysore has a right to ask for a share in the surpluses that 
might accrue from the working of the Posts and Telegraphs in 
the state. 

In respect of her Railways her obligation under the Treaty, 
mere^ly consists in placing at the disposal of the Government ot 
India all the land that is required for the construction of any 
railway line by that Government, yet in practice, the My^o^L'e 
Government will have to obtain tlie sanction of the Government 
of India for any new section that has to be laid out within the 
territories of the State. Besides, the Policy of Indian Bailway 
systems is considered to be too narrow and dominated by profit- 
seeking interests to give the needed impetus to the proper deve- 
lopment of the country and in the case of the Indian States their 
interests are practically ignored. The existing Railway System 
in the State does not coincide with the natural arteries of trade 
in the central portion of the southern half of the Peninsula. For 
instance, a through route between Bombay and Colombo is abso- 
lutely necessary which will be provided if the Nanjungud-Erode 
section is completed. A connection between Bangalore and Hosur 
and Chitaldrug and Rayadrug will join its railway system to the 
bordering British Districts while the want of several other lines 
cut it off from its several natural outlets into the sea. These pro- 
posals have not been acted upon with the result that the trade is 
forced into unsuitable channels leading to mucli economical loss. 

In addition to all these indirect charges on the finances of the 
State, the Government of India levies an annual subsidy of Rs. 35 
lakhs now reduced to 24J lakhs. In return, the British Govern- 
ment undertakes to defend and protect the Mysore territories 
against all external enemies. 

The subsidy though purely a military obligation, has serious 
.economic consequences on the finances of the State as well qs the 
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taxable capacity of, the subjects. Of the total tribute of about 84 
lakhs realised by the Government of India from the Indian States, 
Mysore alone paid up till last year when subsidy was reduced by 
lOi lakhs, nearly 35 per cent. That this is far too heavy a burden 
will be clearly seen when it is remencibered that Mysore occupies 
less than five per cent of the total area of Indian States and that 
this heavy contribution comes from the pockets of only about 8 
per cent of theii total population. Thu^ the who^e question of 
apportionment of subsidies requires caieful investigation. Be- 
sides this direct burden, it must be remembered that the people 
of Mysore pay other indirect taxes by way of customs duties, 
coinage and currencj^ profits, vevenj.es from Posts, Telegraphs and 
Railways, as well as from salt ard ooirm. Apart from this, the 
Government of Mysore have been maintaining for many y^^ars past 
an efficient contingent of Imperial Service Troops at a cost of 
about Rs. lakhs per annum, and this should have automatically 
released it of the responsibility of pa^nng a^ least a part of the 
subsidy. Further, territory nas been ceded for the Gantonment, 
under the aegis of which a big ciiy has now developed, though it 
is quite legitimate that the State should retain civil jurisdiction 
over the territory and thus appropriate any surplus which will 
accrue therefrom. 

It is thus clear that the Mysore State along with other Indian 
States has been contributing directly and indirectly in a number 
of ways to the Imperial Exchequer. The pressure of these con- 
tributions on the State finances is accentuated by the fact that, the 
tax system of the state does not possesws elasticity, while the public 
expenditure has been increasing rapidly, especially in view of 
the recent development in the nation-building departments. Vari- 
ous causes have led to the comparative inelasticity of the tax- 
system, chief of them being the absence of indirect taxation, that 
is on articles of general consumption. Except for the duties on 
liquors and drugs, hardly any taxes on commodities in general 
use are levied at present in Mysore. Such taxation is practically^^ 
reserved for the ImperiaJl Government, which derives an ever-™ 
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increasing revenue from customs duties and salt-tax. The State 
has thus been, deprived of these expanding items of revenue. 

While tlie sources of Public Income are thus inelastic/^he 
Mysore State has to meet an ever-increasing demand on her Ex- 
chequer. Following the times the State has been launching out bn 
vast schemes of social and economic development, compulsory 

and Universal Education, an all-round attack on diseases, such 
as malaria, hook-worm, phthisis, etc., construction of irrigation 
works and the restoration of those which have fallen into disuse, 
provision of transportation facilities and of public parks, museums 
and other amenities of social life. Besides a comprehensive 
scheme of rural reconstruction in anticipation of that adumbrat- 
ed by the Boyal Commission on Agriculture has also been put 
into operation. The increasing cost of public administration, 
consequent upon increasing State action in the Socio-economic 
sphere has also added to the enormous demand on the Public re- 
venue. The growth of expenditure in Mysore has. been from 
Rs. 119 lakhs in 1880 to Rs. 343 lakhs in 1927. Ways and means 
have therefore to be devised for meeting the difficult financial 
situation. Industrialisation of the country no doubt, will to a 
certain extent, remedy the situation by incaeasing he taxable 
capacity and providing new sources of revenue, but this is only 
a long-run remedy. 

Immediately there are three ways by which the Exchequer can 
be replenished. The existing taxes may be recast and readjust- 
ed; but very little increase of revenue can be expected from it, 
because the most important sources of public income, e.^., land 
revenue and excise have been exploited to the utmost, or new 
taxes may be introduced; but this source also, cannot act ai an 
appreciable relief for, the most productive of the possible taxes, 
viz,, the tax on tobacco, is expected to yield only about Rs. 6 
lakhs, while the other taxes taken together will not add a like 
sum. Finally there is the last source which may be tapped; but 
in practice it is not available to the Mysore State, as indirect 
taxation by way of customs or salt duty is being levied by the 



FISCAL KELrfl’IONS BET. COVT. AND STATES 431 

Imperial Government. The Report on Taxation in Mysore has 
put the whole case in a nut-shell. “ Therefore the only alter- 
natives are either a reduction in the heavy demands made by the 
Imperial Government on the taxable capacity and the resources 
of the State or additional taxes, the most productive of which, 
the tax on tobacco, will fall on classes already taxed heavily. It 
is for those responsible for the finances of the K^ate to weigh the 
probability of the one against the imperativeness of the other; and 
it is for the representatives of .he people to appieciate the posi- 
tion of the Go\t;riinient in the matter 'to support in their endea- 
vour to obiatii relief from the Imperial Government, failing 
which, acquiesce in ttie necessity hnpose fresh taxation. To 
what an ex lent the Mysore finances wnll improve is shown by the 
computation of the sliare of the State 1?^ tne Imperial customs. 
In 1922 on a population basis, it was estimated at 58 lakhs. In 
1926-26 on the same basis it u’licuuted to about Rs. 86 lakhs, the 
disparity being explained by increased rates of duty and increased 
number of dutiable commodities. 

Ii is an interesting speculation to pictuie tlie i)ositiou of 
Mysore levying* its own customs duties on its own im])()rt« at the 
same rates as those fixed in the tarilf schedule of the Government 
of India. It has already been pointed out that under the Treaty, 
but for one or two exceptions, Mysore enjoys fisc*al autonomy. 
Taking into account the Rail-borne imports into Mysoie for the 
year 1924-25, Ihe yield of the customs duties will lotal up to 
Rs. 230'30 lakhs (see Table I). This figure is much greater than 
the one arrived at by computation on the ])opiila.tion basis, 

80 lakhs. The difference in the figures is due to several reasons.! 
In the first place no allowance is made for re-exports which is an 
item of some importance in a Centre State like Mysore. S(*condly 
im recent years there has been an import of industrial ]dani and 
capital goods tor development purposes greatly in excess of the 
normal requirements of the State. Thirdly allo\vaiu*.e must be^' 


1 Vidht lieport on Taxalion in Mysore, pp. 155 — 158. 
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made for that part of the imports that find their way to the 
Bangalore Cantonment on which duties cannot be' levied by the 
Mysore Durbar. Fourthly import duties of the Government ol 
India followed by import duties in the Mysore State will inflate 
the prices of commodities to such an extent as to cuiiail the con- 
sumption and cause a considerable diminution in the yield ol 
the customs revenue. When these and other limiting considera- 
tions are taken into account, the figure will be reduced by a lai’ge 
percentage and the lemainder say about lls. 130 lakhs represent 
what Mysore will gain by levying^ its own tariff if it chose to do 
so. A sum of ll«. 100 lakhs or even of lls. 80 lakhs on the popu- 
lation basis will certainly pui- the Mysore finances in a prosper- 
ous condition and the Mysore Durbar can undertake the nation- 
building activities in which it is keenly interested with no fear 
of financial complications and with no need to increase the burden 
of direct taxation. 

4. RECASTING OF THE FISCAL RELATIONS AND 
RE-ADJUSTMENT OF THE FISCAL 
MACHINERY 

It is thus seen in what a variety of ways the fiscal and finan- 
cial policy of the Government of India affects vitally the inter- 
ests of Indian States. The Government of India decide upon 
their policy without taking the view of the States into considera- 
tion. This is because there is at present no machinery for collec- 
tive consultation and joint deliberation in matters of common in- 
terest to both the Government of India and the Indian States. 

The necessity for such a machinery was recognised by the 
authors of the Montford Report in 1919, and it was conceded that 
the Indian States had a clear right for such collective consulta- 
tion in the future. In para 311 of the Report, they observe: 
“ Our last proposal is intended to provide some means of deli- 
beration between the Government of India and the Princes on 
matters of common interest to both and so, to ensure that as far 
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as possible, decisions affecting India as a whole shall be reached 
after the views of the Durbars have been talcen into account. 
In the past it certainly has occasionally happened that the States 
were vitally affected by decisions taken without reference to them ; 
and yet no machinery for such collective cc>nsultation with them 
has hitherto existed. It seems to us that they have a clear right 
to ask for it in the future.*’ It was in accordance with this pro- 
posal that a scheme was outlined for r. Council of rrinces, a Coun- 
cil of State and a Privy Council, and an ideal was held out for the 
distant future of constituting a machinery for bringing together 
the Senatorial institutions British India and the Eulers of 
Indian States into close relation with each other. It was ex- 
pected that there would Ik* join* deliWation between the Coun- 
cil of State and the Chamber of Princes. But there were two 
fundamental defects in this arrangement. Sir C. P. Ramaswamy 
Aiyar in the Sri Krishrarajendra Silver Jubilee University Lec- 
ture, 1928, has pointed these defects. Says he, “ The outlines 
of this federal organisation, if such it can be called, were obvious- 
ly very sketchy and suffer from the serious defects of failing to re- 
cognise two factors of considerable importance, viz., (1) the people 
of the Indian States and (2) the need to co-ordinate the political 
and economic ideals of the Indian States on the one hand and of 
the people of India on the other in matters of common concern.'* 
The experience of the past decade has showm how this scheme has 
failed of its purpose. 

It is therefore necessary to devise another scheme which is 
practicable, as well as efficient to cope with the growing needs of 
the times and which at the same time avoids the defects of the 
Montford Scheme. With the political aspect of the question we 
are not directly concerned, though of course, fiscal relations can- 
not be considered quite apart from political relations. 

It is now widely accepted by politicians of all shades of 
opinion that the tendency in India is towards the formation of 
a Federal State. When such a Federated States of India mate- 
rialises, the Indian States will be constituent members of a Feder- 
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atioji along witL the British Indian Provinces. The principles of 
'Federal finance which have been discussed before, will apply to 
such a Federal State, and tlie machinery which is adopted by 
the' modern Federations will serve as a model to the future 
Federated States of India in the adjustment of the fiscal rela-j 
tions between the Federal Government and the Constituent States. 
But this is only an ideal and a tendency which will take a long 
time to come about. 

Immediately a machinery will have to be found out for 
adjusting the fiscal relations between the Indian States and the 
Government of India. An Inter-State Fiscal Board, corresponding 
to the Inter-State Commerce Commissions of Modern Federations 
must be set up, consisting of impartial fiscal and financial experts, 
whose function is to apportion the military burden, lay down 
general lines of fiscal policy, and allocate the revenues from 
Customs, Excuse, Sali and Opium, Railways, Posts and Tele- 
graphs and Coinage and Currency. The administrative details 
must be dealt with by the Viceroy’s Executive (^ouncil to which 
should be a])]a)inted a new meml)er to re])i'esent the interests of 
the Indian Staies. Tlie n)em])er must be selected from among 
the citizens of the Indian States wlio possess practical experience 
of their pioblems. Further the member for Indian States should 
be assisted by (fd hoc committees consisting of representatives of 
the (Tovernmont of India and the Indian States ('onc(*rned when- 
ever particular pioblems arise, and every Indian State should 
have the right of sending two delegates to advise the member of 
Council for Indian States wlien important (questions of policy or 
administralion have to he dealt with touching that particular 
State. 

Of the problems which the Inter-State Fiscal Board will have 
le tackle, the allocation of customs revenue takes easily the first 
place. It is the most urgent, the most complicated and at the 
siune time the most productive from the point of view of the 
Indian States. For instance the share of customs revenues 
claimed hy Mysore will be more than 85 lakhs of rupees on a 
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population basis, wlu’le all the otliei* items put together will not 
come up io half as uiuch. It is therefore proposed to consider this ' 
question in detail, while the other claims can be solved without 
much difficulty. 

Five principal methods of solution can be suggested so^ far 
as the customs revenues are concerned. These are (1) Transport 
in bond without breaking bulk to the States, (2) Owning of ports, 
(3) Hiring of warehouses at ports by the States, (1) Rebates and 
drawbacks on goods finding their way in bulk to the States, or 
(5) The formation of a Cx’stoms Union like the German Zollverein. 

I’he land-locked states may be allowed the fre'^ imi^ortation of 
foreign goods in bulk with proper seals nrder one condition, viz., 
that they undeitake to collect c’lstoms duties at rates not lower 
than Ihe British Indian tariff on all such goods when they cross 
their borders. The State ot Kashmir and Tammii in fact enjoys 
this concessioji at ]) 7 'esent. 

The second method is to allow the States In the interior to own 
pieces of land at the ports or acquire their own ports where they 
can build their own warehouses in which their imports could be 
kept and duties collected before they are consigned to their own 
territories in bulk under proper seals. 

Another method is to allows the Indian States in the hinterland 
to hire warehouses at the ports where the foreign goods intended 
for their use may be stored and then transported to their destina- 
tion after the collection of customs duties and under proper seals. 

According •to the fourth method, the Government of India 
will collect as at present the import duties on all goods whether 
they are destined for the Indian States or for British India, but 
will grant rebates and drawbacks on such of the articles as will 
find their way in hulk into the Indian States. By the Interportal 
Agreement with the Govejrnment of India the State of Travancore 
enjoys this privilege at present. 

Obviously the adoption of these methods will lead to lack 
of uniformity in the administration of the customs tariff. Bui 
such uniformity is very essential if unfair discrimination as 
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between State and State is to be avoided; and it is the reason why 
in every Federal Constitution, the administration of customs tariff 
is confined to the Federal Government. Besides there will be 
an endless number of State warehouses and State ports which 
will lead to unnecessary confusion and unhealthy competition 
amongst them. Further the administration of the tariff becomes 
veiy complicated if an extensive system of rebates and drawbacks 
is put into force. And there will be in general a pei‘petual con- 
flict of interests and jurisdictions between the States Customs 
authorities and the British Indian Customs authorities. The 
adoption of these methods is therefore impracticable, confusing 
and results in niucli economic waste. 

But the last method, viz., the formation of a Customs Union 
is the simplest, the most practicable and the most widely adopted. 
According to this method, all the customs revenues would be 
collected by a single authority and then distributed amongst the 
various claimants. In Canada, for example, the Dominion trans- 
fers annually large subventions to the Provincial authorities in 
return for their releuvse of their customs and excise revenues. In 
Australia again a fixed sum per capita is anmially paid to the 
States on the same account. The example of Germany will serve 
as a mode^l for a scheme for the distribution of the customs reve- 
nues between the Government of India and the Indian States. 
The Geimian Zollverein divided the proceeds of the common customs 
duties among the various States in proportion to population, in 
return for the surrender of their rights to levy separate customs 
duties on goods passing through their territories. The same 
arrangement was continued by the Imperial Constitution of 
Germany. By this Constitution it was stipulated that so long as 
the Imperial taxes were not introduced, the several States should 
contribute according to population what was known as Matri- 
kularbeit’rage to the making up of any deficit with which the 
Empire was confronted. In 1879 a high protective tariff was 
enacted and the authors of the measure desiring to prevent the 
Matrikularbeitrage from being rendered unnecessary by the 
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increased income from the customs duties carried the Clausula 
Fi’ankensteih or Frankenstein clause which provided that at the 
close of each year all proceeds from customs and the tobacco tax 
in excess of 130 milliofi marks should be distributed among the 
several States in proportion to population. {Vide Ogg and Sharp: 
Economic Development of Modern Europe.) 

Thus in all these instances, there is found the practice of dis- 
tributing the proceeds from customs duties. It any precedent 
is needed, these instances supply it in ample measure to the 
Government of India. The next point to be considered-is : What 
is the basis of the distribution o^ customs revenue? Four bases 
suggest themselves for application, Volume of Trade, 

(2) Amount of Revenue, (3) Amount ot Expenditure, and (4) 
Population. Each of these Standards Les Us own merits and 
drawbacks; but the most practical and the least inconvenient of 
them has to be adopted. 

The Volume of Trade is not a satisfactory index of the Customs 
Revenues. Reliable and accurate statistics of the trade of the 
Indian Stales are not available. Moreover the volume of the 
trade of a country does not necessarily indicate its prosperity : a 
big trade may only mean that the country is so situated that it 
serves as a highway of commerce between contiguous countries, or 
again a comparatively small volume of tra'de may only signify 
that the country has a large internal market. Therefore, distri- 
bution of the customs revenue according to this method may not 
be. equitable or in direct proportion to the needs of the States. 

The annual revenue of a State is not again a fair Standard. The 
* « 

component parts of the revenue, the mode in which it is raised,, 
and the incidence of the revenue on the different classes of the 
community are all factors which should be taken into considera- 
tion but which are under' the present circumstances difficult to 
assess. 

The amount of Public Expenditure is also not a reliable basis 
for the division of Customs Revenue. Expenditure in an Indian 
State may be personal or public; productive or unproductive jiftd 
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only that part the expenditure which; is directed to the common 

> 1 ,- 

good should Be taken into account when the customs revenue is 
distributed. For want of representative institutions and voting 
on the budget in most of the Indian States, it is not possible to 
diflerentiate l)etween the \arious parts of the Expenditure. 

Population is the most convenient, and the most widely accept*- 
ed basis of distribution. Especially in a homogeneous country 
like India where the people in the mass have a common standard ^ 
of living, division of customs revenue on a per capita basis will 
achieve the largest measure of equity. The incidence of the. 
customs duties falls in the main upon the consumers, that is the 
people of the country. It is but right that those who pay to the 
State exchequer in the shape of high prices should reap the bene- 
fit of the customs revenue. In other words, distribution per head 
is but a natural consequence of the payment by every consumer 
to the national exchequer. Moreover this method is easy to work 
in practice and easy to understand since it involves only a simple 
arithmeti cal calculation . 


Table Showing the Yield Realisable from the Levy of the 
Imperial Tariff on Mysore Import 1924-25 


Names of the articles 

Value of the 
Total 
Imports 

Hate of 
duty 
levied 

Amount,*. 

levied 

/. Food^ Drinks and Tobacco 




1 Fruits and Vegetables 

39,13,140 

16% 

6,86,971 

2 Grains and Pulses 

* 

2,40,19,516 

16% 

36,02,927 

3 Liquor 

7,11,140 

16% 

1,86,668 

4 Provisions ... ... 

64B4,022 

16% 

8,12,603 

5 Spices ... 

66,49,692 

16% 

8,32,454 

6 Sugar 

26,20,660 

26% 

6,32,416 

7 Tea 

4,48,720 

16% 

67,^ 

8 Tobacco ... 

68,09,479 

76% 

43,67,109 

9 Fodder and cattle food 

8,93,867 

16% 1 

60,080 . 



FISCAL, RELATIONS BET. GOYT. JLNB STATES 


4S9 


Names of the articles 


77. Raw mcderials and articles 
mainly unmanufactured 

I Coal and coke 

IS Gums, resins and lac 

3 Hides and Skins 

4 Metallic oies 

5 Oils:- 

{a) Kerosene oil ... 

(&) Liquid fuel 
(c) Lubricating oil 
id) Castor oil 
(e) Cocoanut oil ... 
if) Linseed oil 
((gr) Groundnut oil 
(ft) Ginpelly oil ... 

(») Others 
(S Oil seeds ... 

7 Textile Materials 

(а) Cotton 

(б) Fibres 

(c) Silk 

(d) Wool 

8 (a) Wood and timber 
(6) Fuel 

777. Articles wholly or mainly 
manufactured 

1 Apparel ... 

2 Arms and ammunitions 

3 Clocks and watches 

4 Cycles and motor cars 


Value of the 
Total 
Imports 

Rate of 
duty 
levied 

Amount 

levied 

19,81,786 


49,545 

46,666 

13% 

6,838 

:19,97,384 j 

Free 

... 

1,42,01,389 

10% 

14,20,139 

3a,26,148 

16% 

6,88,923 

l,f^,038 

15% 

16,206 

4,07.934 

16% 

61,190 

7,79,74S 

15% 

1,16,961 

6,67,161 

16% 

98,574 

1 

26,420 

16% 

3,968 

6,88,864 

16% 

88,330 

3,72,438 

16% 

85,865 

69,746 

16% 

8,963 

12,02,797 

16% 

1,80,420 

2,18,67,488 

16% 

32,80,123 

16,24,866 

16% 

2,28.730 

17 46.890 

16% 

2,61,884 

18,04,828 

16% 

2,70,724 

16,01,790 

16% 

2,40,269 

8,604 

21% 

218 

10,02,646 

16% 

1,50,382 

8,16,400 

30% 

2,44,920 

9,800 

30% 

2,700 

2,78,900 

30% 

88,670 


F. 23 


440 


B. TIRUMALACHAR 


Names of the articles 

Value of the 
Total 
Imports 

Rate of 
duty 
levied 

Amount 

levied 

i//. Articles wholly or mainly 
manufactured--{ contd.) 




6 Carriages and cars ... 

37,000 

16% 

6,560 

6 Candles ... 

2,31,224 

16% 

34,684 

7 Glass and earthenware 

6,72,210 

22J-% 

1,61,246 

8 Others 

16,69,884 

15% 

2,60,483 

9 Dyes and Colours 

9,87,600 

16% 

1,48,126 

10 Chemicals 

53,95,496 

15% 

8,09,324 

11 Machinery 

53,04,992 

2i% 

1,32,626 

12 Metals 




(a) Iron 

31,93,631 

10% 

349,353 

(&) Brass 

8,07,290 

15% 

1,21,094 

(c) Copper 

7,87,166 

16% 

1,18,373 

(d) Mercury 

12,400 

15% 

1,860 

(e) Tin 

16,66,070 

16% 

2,49,911 

(/*) Zinc 

62,448 

15% 

9,307 

ig) Lead 

05,206 

16% 

9,781 

(h) Aluminium 

5,12,835 

15% 

76,926 

13 Books and printed matter 

7,34,600 

15% 

1,10,190 

14 Leather ... 

j 

2,09,040 



15 Railway plant and rolling stock I 

17,89,469 

10% 

1,78,946 

16 Saltpetre ... ... ' 

46,005 

15% 

6,901 

lY, All other articles of mer- 
chandise 

36,27,666 

16% 

6,29,136 

V. Treasure 

39,64,260 

30% 

11,89,276 

VI, Animals 

No. 76,971 

Free 


Total 

2,30,30,289 



PROHIBITTOI^' AND PROHIBITION-FINANCE 
IN BOMBAY PRESIDENCY 


BT 

S. K. Muranjan, 

Kartiatak College^ D bar tear 




Althongli liejnor has known lu India from very early 

times, the larg’er part of the Bombay Presidency w’as almost free 
from it under the ride of the Peshw^as. The confusion and 
administrative imperfections of tlie early British policy seem to 
have caused a considerable spread of the habit. An extensive 
reforai of the system w’as carried out in 1878 and subsequently, 
but nevertheless the Excise Committee of 1905-0() found the 
consumption of liquor extraordinarily hi^h. In 1928, (Tovernment 
accepted the ^oal of prohibition on tlie recommendation of the 
Committee of 1922 and inaii^irated a system of rationing*. This 
system has the g'reat merit of allowing for the circaimstances of 
each locality, but is very defective in that the auction of the ri^ht 
of vend prevents the ration from bein^ made effective. Despite 
this defect, lioivever, it has brought about some moderation of the 
evil. Liquor offences have no doubt increased but ihis problem 
is predominantly a local one. The consumption of other liquors 
and drugs has no doubt increased but in no way proportionateily. 
As a matter of fact, the rationing system has been tried in Eng- 
land and had achieved good results between 1914 — 22. 

After the ground has been prepared in this manner, prohibi- 
tion should be enforced in one area after another. The urban 
areas are from the view-point of finances and eadmini strati on well- 
suited for this purpose. 

The greatest difficulty in the way of complete prohibition 
would be its enormous direct and indirect cost. But this cost is 
not likely to be as great as is supposed by the experts on the sub- 
ject and. is bound to diminish with the progress of events. It is 
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not true that India is less favourably situated for prohibition 
than U. S. A. Other difficulties in the way of prohibition are' 
not insuperable. Even as regards the financial difficulty, the 
problem can be trusted to solve itself in course of time either by 
means of other forms of taxation or in other ways. Both in the 
other interests of society as well as in the interests of prohibition, 
progress must proceed by well-defined and carefully laid stages. 

There is little doubt that the people of this country have been 
acquainted with intoxicating liquors from very early times. We 
even find the well-known Hindu genius for classification and 
technical detail applied on occasions to the explanation of the 
processes of distillation and very realistic appraisal of the various 
inspiratiiig beverages. Sanskrit poetry — epic and lyric — ^is redd^;^ ; 
with the flavour of the choice delicacies which found favour with 
all ranks of society. Gods and sages, kings and subjects, men 
and women, none are fouiul raised so high or fallen so low as to 
refuse themselves this joy of self-abandonment. In more historic 
times, we meet with the great Buddha and the law-giver Manu 
who feel themselves compelled to deprecate in strong and earncist 
language the spread of this habit. With the rapid decadence of 
Buddhism and the diffusion of Tan trie rites, however, liquor 
seems to have once more attained its ancient sway. A tew of the 
Muslim rulers of this land later on made a spasmodic effort or 
two to expel this evil, but their success was very limited and of 
very short duration. Foreign travellers who visited this country 
shortly before the rise of British power note with astonishment 
the mass-dissipation caused by grog-shops in large centres of 
population. They record also the amazing cheapness of the com- 
modity which enabled even the poorest tx> raise themseilves to the 
pitch of intoxication in one pice or two. But at no time, under 
native rule, was this addiction sought to be made an important 
source of revenue to the State. The financial importance of the 
alcohoil-habit is largely the contribution of British genius for 
orderiliness and administrative perfection in all sides of social 
life. 
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Unlike other parts of the country, however, the territories 
ruled by the Peshwas seem to have been remarkably free from the 
curse of the liquor-habit. It was only in the concluding decades 
of their rule that any appreciable revenue began to flow into the 
State-treasury f]‘om this source. In some places, the impost took 
the form of a treo-tax or shop-tax. In others, the monopoly of 
manufacture and sale was farmed out either by the Mahal or the 
shop to the highest bidder. The otieiiv es of drunkenness or illicit 
supply of liquor wore visited \Nith more or less severe punishment 
according to the caste and social status of the persons implicate; 

The advent of British rule saw the introductioii of several neW 
practi(!es which are too varied for any brii f and clear narration. 
In three or four cities, Governmexit dlsi’Ueries were set up and a 
fixed duty was levied on each gallon oi If^uor removed. The ex- 
pense of niaintaiiiing an adeciuate number of such factories and 
the necessary establishments deterred the Government, however, 
from extending this system to other places. Instead, the right of 
both manufacture and sale was sold in some districts by auctian 
to the highest bidder, the farms comprising in most cases a few 
villages, in others, whole Talukas. Elsewhere, the farmer of 
Government revenue was entitled to piircliase liquor of whatever 
kind and strength at fixed iirices from the manufacturing castes 
and sell it as he pleased and where he pleased. In most cased, 
spirit-farms and toddy-farms were disposed of conjointly as singtle 
units. 

It soon became clear that these various practices implied littlo 
regard for the quality, strength, quantity or price of the spirits 
put on the market. The increase of consumption proceeded, in- 
deed, at such a rate that the lodal officers were soon ]>ersuaded to 
undertake inquiries and submit reports drafted in rather strong 
language. The local Government refrained, however, from adopt- 
ing any measures partly because it was led to regard these protest# 
as considerably overstated and partly because the Imperiail Govern- 
ment were then contemplating legislation on this subject. A little 
later an Act of 1852 established universally the auction-system-— 
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each auction now comprising whole Mahals. The rival plan of 
separate licensing was rejected on the ground of additional labour 
which it might have ihrown on the revenue establishments. 

In 1869, one Mr. Bell prepared a comprehensive report on the 
Excise system of this province. lie pleaded in the report for a 
complete control over manufacture, imposition of a duty prior to 
removal for consumption, an appropriate discrimination in the 
rates levied on toddy and spirituous liquors, enforcement of duty 
for the payment of duty on the manufacturer rather than his 
servants, and finally an efficient establishment for control and 
supervision. Partly on the basis of this report, and partly on 
the strength of suggestions made by the Government of India 
in 1859, Mr. Prichard carried out in 1878 a drastic reform of the 
whole system. In the first place, the manufacture of Mhowra 
spirit was now confined entirely to Central Distilleries. The mono^ 
poilies of manufacture and sale went together and were giyen to him 
wffio “ guaranteed ” to pay the still-lmad duty on a minimum num- 
ber of gallons and to sell liquor within stipulated maximum prices. 
The duty was varied according to the streng-th of the liquid solid. 
In the second place, a tree-tax w^as levied upon all palm-trees from 
which toddy might be extracted; but in case spirituous waters were 
extracted from them, the levy was to be raised to the full liquor- 
rates. Thirdly, a staff of police and inspectors was created to 
ensure a proper working of the system. In order to prevent 
illicit importation into British territories the Government rented 
also the Abkari management of most of the Native States. In 
this way, the Government secured in its hands the regulation of 
the quality, strength, quantity and prices of the liquor consumed 
in this province. A Mhowra Aci. in 1852 put some restrictions 
on the traffic in Mhowra flow^er. 

In the meanwhile, largely on account of a temperance agita- 
tion in England, the Government of India accepted in the eighties 
of the last century the goal of minimum consumption with maxi- 
mum revenue approved by the Madras Abkari Committee of a 
few years earlier. The Indian Excise Committee of 1906-06 
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found, however, that this province was consuming more than one- 
third of the total distillery liquor manufactured in India. Its per 
head consumption was five times as high as in other areas of high 
consumj)tion with w'hi(*li a statistical comparison was possible. 
The Committee laid the blame at the door of the district-mono- 
poly sj^stem and the lov/ rates of taxation which prevailed on ac- 
count of the fear of illicit distillation. As a result of its findings, 
the district-system was replaced by the contrai't-distillery system 
under which the contractor is re luired to supply for a number 
of years a pure spirit at fixed strength to ail retail shop-keepers 
within a given area at fixed pri(‘es. Licenses were issued sepai'- 
ateiy to retail shops on j>avnient of a fiy^d tee assessed on the sales 
of the previous year and on condition of selling the waters within 
fixed maximum i)i'ices. E(|ual rat^s no^v imposed on 

foreign spirits and toddy-spirit and the ratcf> on country spirit 
were much enhanced. 

In 1908, a provincial (U)mmittee dealt with the whole problem 
of foreign liquor. Fiom 1907, the practice was inaugurated of 
consulting Excise Advisory Committees as regards the number and 
location of the sites of liquor-shops. The hours and days of sale 
w’ere consideiably modified, according as the state of local demand 
and facilities of illicit distillation permitted the changes. In 
1914, the minimum age of persons to whom liquor could be sold 
w’as raised from 14 to 16. In 1915, while the rates of duty were 
being raised, the strength of liquor was simultaneously reduce<l 
to 25 U.P. and 60 L.P. for Bombay City and 25 IJ.P. and 30 
U.P. for the districts. 

Shortly afterw\ards it was found that the maximum selling 
prices and guarantee of full measure were fiequently disregarded 
and sales outside authorised hours were frequently resorted to. 
Government met this situation in 1918 by abandoning the fixed 
fee and maximum sale-price system and adopting the Madras 
auction system. 

In 1922, the Bombay Government appointed a committee to 
inquire into the drink and drug traffic in the province and to re- 
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port upon the question of total prohibition. On the recommenda- 
tion of this Committee, the Government accepted in 1926 the 
total extinction of this tiaffic as the ultimate g^oal of their Excise- 
policy. In 1926, another committee known after its chairman as 
the Kay Committee inquired into the financial implications of 
this goal and by a majority expressed itself as unable to formu- 
late an adequate scheme of taxation and consequently to suggest 
a definite programme for the realization of the goal. In 1928, the 
Government “ while not abandoning the hope of eventually at- 
taining total prohibition ” declared their conviction that progress 
must be slow and that the time and stage of reduction in consump- 
tion must be judged according to the circ umstances of each year. 

For the exi)lanation of these later developments, we must 
now direct our attention to the efforts made during the last few 
years to reduce consumption and the consequences which have en- 
sued from them. In 1923-24, the Government made a beginning 
by inaugurating a schcune of rationing by which the allowances, 
for the whole province and for eacli district separatetly were to be 
regulated with a view to gradual piohibition. The Government made 
a blunder or two in the actual working out of the system which at 
first retarded progress to some extent. In the first place, the 
rationing was calculated on the consumption figures of 1920-21. 
This was somewhat unfortunate because the post-war conditions 
of speculation and moral relaxation tended in that year ‘to raise 
consumption mucli above tbe normal level. This mistake was 
rectified in the year 1926-27, when the rations were fixed on the 
basis of the preceding year (1925-26). Secondly, till 1925-26, the 
shop was regarded as the 'proper basis for fixing the total ration 
of the district. This tended to keej) out of account the general 
circumstances of the district as a whdle and hence to narrow down 
the basis of the policy. In 1926-27, however, the shop was aban- 
doned in favour of the district as the proper unit for fixing the 
ration. 

This plan of rationing has the obvious advantage, when pro- 
perly worked out, of allowing tlie circumstences of each locail area 
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their due weight in determining* the ^peed of the curtailment of 
consumption. As the Excise Committee of 1JK)5-0G found, the 
factors which influence the consumption of liquor are various and 
of different degrees of appeal to the various sections of the com- 
munity. The consumption is larger in regions of heavy rainfall 
than in those with low rainfall; as also in malarious tracts aS 
compared with healthy places. It is also apt io vary largely 
according to the race, religion and cai^te of the population. As 
between urban and rural areas, the evil has always been much 
graver in the former. Thus, a system of rationing of this type 
alone “could ha^ e the requisite weight to local ci rcium.tances so 
as to reduce temptations to offences agaii st the Abkari Act to 
a minimum. 

But no less vital than a scientific apportionment of che total 
allowance is the price at which liquor is actually offered to the 
c^onsumer. Since the supjdy is to be kept deliberately short, the 
effective disposal of the ratmn presupposes a selling price which 
is appropriate to that supply. But it is at this point that the 
present system breaks down in a manner calculated to put in se- 
rious jeopardy its ultimate success. The right of vend — it will be 
remembered — is at present disposed of by auction and the price-, 
realized vary according to the quantity of the ration, keenness of 
competition and personal rivalry, and the expectations of the bid- 
ders regarding the general prosperity of the local commiinity. The 
successful bidder naturally attempts to manipulate the prices in such 
a way as vrould seem to assure for him the largest possible return 
under the circumstances. He calculates the cost price of the liquor, 
the rates of still-head duty and the auction-prices paid by him 
and then manipulates the prices according to the prospects 
of day to day, regardless of the ration actually fixed for the 
locality. 

The consequences of this defect are apparent in the diver- 
gence which occurs between the ration fixed and the quantity 
statistics — in particular for the districts which are notorious for 
their addiction to spirituous waters and their excise-crimes. 


F. 34 
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(In OQOs of gallons) 


1921-22 1923-24 1926-27 



Consump- 

tiOD. 

Hation. 

Consump- 

tion. 

Ration. 

Consump 

tion. 

Presidelicy Proper 

2,101 

2,229 

1,708 

1,798 

1,302 

Broach 

45 

54 

48 

... 

... 

Bombay City 

735 

... 

... 

446 

425 

Bijapur 

19 

26 

10 

24 

10 

West Khandesh 

69 

84 

66 

76 

56 

East Khandesh 

69 

89 

04 

72 

•* 40 

Surat ... ... 

178 

238 

161 

217 

126 

Thana ... 

320 

295 

232 

233 

178 


It will be noticed ftom this table that the rations fixed err 
oil the side of unjustifiable laxity. It is only because of the fore- 
going* defect that the actual curtailment of consumption has been 
a little too rapid in certain unprepared localities. 

How far has this experiment promoted real temperance? Opini- 
on on this vital issue seems fundamentally divided. Nor are we 
in this country in possession of many kinds of statistics relat- 
ing to this subject such as aie available elsewhere. We may, 
however, invite attention here to certain general considerations 
and to a few figures whicL are at our disposal. 

A rationing system may promote temperance in two direc- 
tions. By inflating prices, it may persuade many of the occasion- 
al or hesitating conformists to become more or less permanent 
non-conformists. And it may cause many of those who are 
accustomed to excesses to moderate the degree of their dissipa^ 
tion. In either case the gain made is equally solid and worthy, 
ii necessary, of substantial sacrifice on the part of the community. 

It is no doubt very difficult in practice to disentangle these 
two effects from each other and to measure their actual extent. 
But, some general observations of this nature, it is not altogether 
impracticable to hazard. In the first place, statistics of consump- 
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tion of licit liquor have an obvious bearing on both the effects 
under consideration. But these require to %e carefully corrected 
and inferences from them to be modified in the light of evidence 
of illicit distillation and consumption. As regards the second 
effect, figures of convictions from drunkenness are a direct and 
on the whole a reliable guide to existing tendencies. Equally 
valuable are the statistics relating to deaths from Alcoholism and 
maladies and oiher ccnseciueiices which ensue from Alcoholism. 
Cases of cirrhosis of liver, attempted suicides, suffccation of in- 
fants are examples of the* latter typo of evidence. It is true that 
these mishaps may proceed troin other (‘aiises a^’ well, but their 
cumulative tendencies in conjuncaon wil^ other facts are no un* 
important evidence of the truth wc "ire seeking to ascertain. 
Even more unerring thorn all these are sLatistics relating to Deli- 
rium Tremens w’hich are known to prov red from nothing but 
intemperance. If the hospitals in important places in this pro- 
vince could he persuaded to publisn tliese figures, it would serve 
to dispel a good deal of doubt on tbe (question. 

The subjoined table summarizes all the evidence available 
to us on the subject. 



Country Spirit 

Total 

Consumption, 

0 ff i* n c e « 

Convictions 


Presidency 

against 

on 


Shops. 

Proper 

Liquor. 

off-premises. 

1919-20 

1,880 

000 gailoris, 
2,641 

2,269 

• M 

1920-21 

1,861 

2,616 

2,629 

6,552 

1921-22 

1,709 

2,101 

1,909 

4,485 

1922-23 

1,733 

1,792 

3,435 

3,862 

1923-24 

1,688 

1,708 

3,880 

■ 3,782 

1924-25 

1,664 

... 

4,236 


1925-26 

1,619 

1,406 

4,485 

3,884 

1926-27 

1,596 

1,302 

6,416 

3,447 


The first two columns do not call for any elucidation. 
is the evidence furnished by the figures in the third column which 
has drawn the hottest fire from the opponents of the rationing 
system in particular and of prohibition in general. It will per- 
haps be remembered m this connection that a leading paper ih tihlS 
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country — the Times of India — ^took the lead recently in this attack 
in ^ series of highly coloured articles which purported to describe 
the collapse of the Government’s Excise-policy in perhaps the 
most liquor-addicted district in this province — East & West 
Khandesh. The main ground of attack was, of course, the alleged 
conversion of the whole area into a vast clandestine, and illegal 
distillery. These figuies, therefore, demand from us a most care- 
ful scrutiny. 

It will be observed that between 1919-20 and 1926-27, while 
consumption has been cut down to half, the number of liquor- 
crimes has .more than doubled. It may well be that the proportion 
of detected to undetected crimes has grown worse and that the 
figures under consideration understate the case. It has been found 
that ins.tead of Mhowra alone, jaggery, molasses, dates, bajri, 
toddy, etc., have now come into vogue in certain places as the 
bases of distillation. Raids on villages in some parts can now 
be undertaken in force only and cases of assault upon the raiding 
officers have become more frequent. Yet, although these facts 
stress the difficulties of the goal set before the community, they 
do not on further consideration support the unqualified condemna- 
tion passed upon the results of the present policy. 




Liquor 

Offences 

Total. 

Illicit Distilla- 
tion and 
Possession of 
Implements. 

Illicit 

Possession. 

West and 
East 

Liquor 0. 

1919-30 


2,369 

... 

... 

... 

1920-21 


3,629 

1,195 

38'J 

... 

1921-22 


1.909 

1,148 

158 

661 + 148 

1922-23 

... 

3,436 

1,686 

552 

... 

1923-24 


3,880 

2,529 

522 

1,136+400 

1924-25 

... 

4,236 



... 

1925-26 

... 

4,485 

2,611 

917 

... 

1026-27 

... 

5,416 

2,882 

870 

1,127 + 400 


It should be noted in the first instance that the motive to 
offences against the liquor-law is twofold. Gver and above the 
object of personal satisfaction, many persons are now lured into 
these activities by the hope of quick, and extraordinary gains 
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which the high prices of liquor have made possible. It is indeed 
the common complaint now with excise-oifficers that the prizes 
offered for information piove far less tempting than the trade of 
illicit distillation. If people were really led into breach of law 
by the motive of personal gratification, then the unusual increase 
of liquor offences w^ould certainly have involved a propoi^tional 
increase in the’^crime of illicit possession as compared with that 
of illicit distillation and possession of implmieiiis for it. But 
the figures quoted above reveal that the proportion is almost 
stationary. In ither words, the tendency to drink in disregard 
of law has n(>t become very much worse than before. This con- 
clusion is reinforced very strongly when considertal together with 
the very remarkable and piogressive decrease in the figures of 
conviction for drunkenness cited above. Thj figures attest most 
indisputably the eifect of moder.ation and curtailment in the pre- 
valence of ihe vice whl(di the ration system with all its defects 
has brought about. On no other ground can we reconcile the 
contradictory suggestions of columns 8 and 4 in the table set foiih 
above. 

Incidentally, it is also necessary hero to point out how the 
problem of enforcement of prohibition is fundamentally a problem 
of a few difficult localities. The table above brings out the extra- 
ordinarily large contribution to the number of localities made by 
one such district — the East and the West Kliaiidesh — inhabited 
by‘the backward and uncivilized tribes. The wisdom and advant- 
ages of a rationing system as an initial preparation for total 
prohibition are thrown into bold relief by nothing so much as these 
local situations. The proper remedies in such cases are a more 
scientific fixation of ration and prices, a strengthening of the 
hopelessly inadequate Excise staff, and a definite policy of co- 
operation from other Departments, particularly from the Co- 
operative and the Police Departments. This is the real moral 
w’hich impresses itself upon the impa^^tial observer on a perusal 
of the articles in the Times of India adverted to above — a moral 
which the writer nowhere shows any consciousness of. 
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The success of the ration-system may not perhaps be accepted 
as proved unless its effects on consumption of allied liquors and 
drugs are also examined. The following table marshalls forth 
the relevant statistics on this point. 



Toddy 

Consump- 

tion. 

Foreign 

Liquors. 

Ganja, Bhang. 

Opium. 

(Oharas. 

1919-20 


1,624 



... 

... 

1920-21 

12,562 

1,808 

41*2 

8*4 

42'6 

7*6 

1921-22 

... 

1,427 

38 6 

92 

30*8 

8*6 

1922-23 

12,792 


44*6 

8*9 

... 

... 

1923-24 

13,186 

. 748 

46-6 

8*2 

... 

... 

1924-25 

... 

775 

44*4 

7*6 

... 

- 

1925-26 

12,865 

849 

430 

7 1 

... 

... 

1926-27 

12,326 

... 

... 

... 

... 

... 

These figures — it will 

be agreed 

— hardly 

call 

for any 

modi- 


fication of our foregoing coji elusions. 

It would be extraordinary if this rationing system does 
not achieve substantial success in this country with its strong 
moral sentiment against drink, v/hen, as a matter of fact, similar 
restrictions have worked surprisingly well in other countries 
without! any such initial advantage to boavst of. The experiences 
of England during the war-period are particularly germane to 
our present thesis. Among the various measures adopted there, 
three only proved successful and produced good results attested 
well by police returns and medical statistics. These principal 
measures were curtailment of hours of sale, limitation of supply 
and diminution of strength, and finally in prices. Yet, England 
then was, and still is, least inclined to accept prohibition and 
the only motive which persuaded her to fall in with these inter- 
ferences with the Englishman’s traditional liberty was that of 

* All these figures are made up of fermented liquors, potable spirits, and 
wines. The fall in this and subsequent years is due to the fact that only 
actual sales, *.e., excluding the wholesales, are recorded. 
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ensuring the higliest industrial etficiency in the manufacture of 
ammunitions. 1 

The g'reatest defect of the x>re9ent sj^stem — as already pointed 
out — lies in the fact tuat the device of auctioning* the right of 
vend without any condition as to the sale-prices of liquor is 
incompatible with the full disposal of the ration fixed upon. To 
the extent to which the actual sales fall short of the ration, the 
effectiveness of the system is no doubt gravely reduced. It would 
not be difficult, however, to modify it so as to remove the anonia;ly. 
But, however improved, this system must involve h>ng delays in 
advancing from one tentative stage to another and nltim .tely reach 
a pass when furtlier advance along the same lines luust l>e barred. 
We have therefore to canvass the effectiveness and practicability 
of alternative policies, which may replace it In the pursuit of the 
same goal. 

Three different points of attack suggest themselves at once. 
In the first place, we may attempt the experiment either in the 
districts which betray high consumption or those with a compara- 
tively low consumption. Or secondly, we may grapple with the 
urban aieas alone with or without ohservuig the distinction, made 
above, with regard to consumption. Or finally, we may draw 
a line of isolation between urban and rural areas as a whole and 
enforce prohibition in either of them. 

The first alternative is bound to present administrative diffi- 
culties in their most acute form. Districts of high or low 
consumption aie to be found in all the divisions of the province 
and the isolation of each from its contiguous territories w’ould 
mean a separate establishment for each compact area. The diffi- 
culties would he at their maximuni if the districts first selected 
are those most abandoned to the liquor-habit. With proportiona'l- 
iy high expenses of establishments and maximum opportunities of 
illicit distillation and importation, the experiment would from its 


1 “ I)rink in 1914 —2*:^ : A Lesson in Control ” liy Arthur Shad well (Longmans), 
chapters 2, 7 and 10. 
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very iiwieption be doomed to failure. It would be far more pre- 
ferable to select the division as the area of operation — ^whatever 
jealousies and heartburniiif^s it may cause in the rest of the 
province. 

As reg'ards the last j)lan, both administrative and financial 
difficulties warn us ag^ainst attempting' prohibition in rural areas. 
The perilous condition in which we have been placed in certain 
localities by our present lationing system gives us ample indication 
of the extent to which the ground is still unprepared there. Unless 
this system is perfected and made to yield still better results, we 
shall not be justified in embarking on such a hazardous course of 
action. 

In our opinion it is the second alternative which holds out the 
greatest promise of present success. It is in the urban areas that 
the facilities for illicit distillation are most restricted and detection 
of crimes most easy. It is in the urbairareas also, that the ordinary 
police can be made to reinforce effectively the efforts of the Excise 
Staff without any fear of bringing demoralization upon them. 
Above all, nowhere else is public opinion so well-organized, so 
persistent in its action, and so effe<‘tive when enlisted in the 
service of an approved cause. The only serious difficulty would 
be in guarding all approaches to the town whether by raihvays or 
by ordinary roads. But our toll system and railway police ought 
not to find this responsibility beyond their capacities. Whether 
any distinction should be made among the towns on the basis of 
their consumption would be a matter of mere detail, to be deter- 
mined ac(^ording to financial convenience. 

It is obvious that the benefit of prohibition is likely to be 
nowhere more marked than in the urban areas. Their present per- 
head consumption is five or six times as high as in rural areas. 
The loss of efficiency and moral backbone is all the more pro- 
nounced l>ecause of the notorious CK>nditions of our town life. 
Besides, it cannot be too strongly urged here that town life is to 
a large extent the real source of some of the contaminations which 
afflict our luiral life. 
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The financial implications of theee soTeral are 

brought out in the table suffixed to this paperTr-r^which uc|E|y be 
summarized as follows: — 

Country Liquor only (in lakhs) for 1925-26 and 1926-27 

Prohibition in Districts of high consumption would involve loss= 85‘4&64*4 


»* 

1* t* »» 

low 

11 

11 

„ = 36-l&29*8 


„ urban areas 

high 

11 

11 

„ = 26-9&17 9 

It 

’1 t» 11 

lo 

11 

11 

M = 37*8&26*7 


„ all rural areas „ 

♦» 11 

11 

11 

„ = 63*7&68*8 


„ „ urban „ „ 

11 

11 

11 

„ ~ 68*7&53^ 


„ City and Island of Bombay „ 

11 

11 

-10a‘6&76-8 


This table ought to make clear how fiom the financial point 
of view, the urban areas present the most favourable fieild for 
enforcement of prohibition. The question of the City and Island 
of Bombay and perhaps one or two other big cities would have to 
be dealt with separately und perhaps on different principles. Ijt 
would not be unfair in the case of Bombay, for example, to ca/ll 
upon the municipality and particularly the Textile Industry Sto 
contribute towards meeting the big void of prohibition since they 
will appropriate directly the greater part of the benefit. 

We may now address ourselves to the last and perhaps the 
most vigorously debated issue in connection with prohibition. 
What are the ultimate financial implications of this goal? Let 
impartial figures convey their own tale on this point: 


Total Revenue. 

Total Excise 
Revenue 
minus 

Expenditure. 

Country 

Spirit, 

Toddy. 

Foreign 

Liquor 

Opium 

and 

Hemp, 

1931-32 

313*9 

... 

... 


42*3 

1932-33 

390*1 

369-9 

33*0 

14*4 

43*7 

1923-24 ... 

399-3 > 

376*1 

... 

... 

46*6 

1924-26 ... 

‘ 401*8 

... 

•« 


4911 

1926-26 ... 

861*3 

360*6 

46*6 

... 

*69^8 

1926-27 ... 

345*4 

238*4 

49*1 

26*9 

69*2 

1927-28 ... 

337*9 

338*0 

48-5 

25*0 

68*8 

1928-29 ... 

339*3 

338*0 

40-0 

29*4 

68*9 

P. 86 
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It will be obvious that even the direct financial cost of prohi- 
bition is very heavy — almost beyond the capacity of this province. 
The present net revenue from Excise after adjustments for certain 
small items of receipts, expenditure and contract-payments aggre- 
gates to about 3^ crores of rupees. If toddy were to be excluded 
from our present policy as a temporary compromise and the City 
of Bombay were to be made to pay for the direct benefit in indus- 
trial efficiency received by it, this aggregate would fall down to 
a little more than two crores. To this loss has to be added the 
indirect recurring and non-re(*urring cost of prohibition by way 
of preventive establishments, which has been variously estimated 
at from IJ to 4^ crores annually. The Kay Committee itself 
hazarded by a majority an estimate of about IJ to 2 crores 
annually. 

There is little doiibi that the estimate of crores made by 
the expert officers of the Excivse Department for the benefit of 
Kay Committee was grossly exaggerated. Some of these elements 
of exaggeration have been well-exposed in paragraph 7 of the 
Committee’s report. There are, besides, other means by which the 
cost of preventive watch and ward can be very materially reduced. 
The employment of the ordinary police and railway force — at least 
in the urban areas and other places — will enable us to dispense 
with a large part of the proposed huge establishment of several 
thousands of Chowkies.^ In any case, there is no reason why the 
work of the proposed highly paid special detective agency at the 
top should not be entrusted to the headquarters of the police 
department. As the Kay Committee put it cautiously, excise 
crime cannot be wholly isolated.” The reduction of recurring 
expenditure along these lines will mean a corresponding contrac- 


2 Mr. Clifford's scheme for Sind provides for 1,120 Chowkies with 10 employees 
in each. Mr. Ghosars scheme for Presidency Proper provides for 64,000 peons 
and mounted men, i.e., for about 6,000 Chowkies. The expenses for the two 
schemes are estimated at 184 and 67 lakhs, while Mr. McGregor’s revise^ 
estimate works out at 131 lakhs only. 
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tion in the amazing estimates of 5 and 3^ crares of j^upees for 
non-recurring expenditure.^ 

Not unfrequently do the opponents of prohibition call our 
attention to the newspaper reports about the happenings in the 
United States under a dry regime. It is in the first place ex- 
tremely doubtful — as pointed out by an experienced administrator 
and statistician like l)r. Newshoime^ — whether these reports are 
anything more than selective newspaper propag^anda based on the 
facts concerning a few incorrigible localities like New York City 
and State. Besides, this comparison overlooks some of the most 
hopeful factoic* in the situation heje — namely, the religious and 
social sentiment against liquor, the Ir.w -abiding chaiacter of the 
masses, the teetotaller habits ard traditions of the classes and 
castes which materially influence the standairts of social propriety 
and behaviour. It is well-known that extensive illicit distilla- 
tion IS most frequent among certain well-marked and isolated 
aboriginal and backward sections of the population only, from 
whom the epidemic is not likely to spread to other dasses and 
areas. Above all, since prohibition is to be attained by stages 
only, the initially estimated cost of prevention is bound to diminish 
automatically with changes in the habits and outlook of ther com- 
munity and the rise of a new generation unacquainted with our 
present evil influences and habits. 

The^ other difficulties in the way of prohibition are compara- 
tiveily unimportant and admit of easy remedies. The first of 
these is presented by the Native States whose frontiers run ailong 
with British territory. Their Abkari is at present managed by the 
British Government which expires in 1934-35. Since the past has 
taught them to depend for a considerable part of their revenue 
upon this source, it is no surprise that at this moment they ai’e 
opposed tooth and nail to any imposition of prohibition upon them 

^ 3 The provisions for buildings alone in the two’ abovementioned schemes come 
to 2 1/6 and 4 1/8 crores respectively. 

4 See ** Prohibition in America by Dr. Arthur Newsholme. P. S. 
King A Co.^ 
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from outside. The most easy way out of this diffioullty would be 
either to grant them compensating subsidies or to isolate them 
from British territories by a chain of excise police. The practi- 
cability of either of these two alternatives in the present state of 
our finances may perhaps be very doubtful. As a last resort, 
however, the use of the long arm of political power would certain- 
ly be amply justified and is bound to be completely effective. The 
second problem would be to persuade the Government of India to 
forego its present Customs Revenue from imported liquor but it 
is not likely that any opposition would be encountered from that 
quarter. 

On consideration of all these various probabilities we feel 
ourselves amply justified in placing the total ultimate financial 
obligation implied in total prohibition at crores of rupees, 3i 
crores of rupees of which represent the net loss of levenue and 
1| represent the cost of preventive establishment, etc. It is 
probable that the final actual figure may be below this even. . 

Several proposals for meeting this big void have emanated 
from different quarters. The propriety of the new avenues of 
taxation and other allied measures put forward cannot, however, 
be discussed here unless we discuss along with them the present 
income of the community, the changes which may occur in it as 
a consequence of prohibition, the present burden of taxation and 
its apportionment among individuals and classes. It is sufficient 
to note here that the Kay Committee could suggest taxation to 
the extent of crores only. A dissenting minute to the report 
adds other avenues including retrenchment which are estimat^^ 
to succour the Government to the extent of IJ crores more. It 
should be noted, however, that Government themselves, in their 
recent press-note on the subject, do not place the additional! 
revenue from all new sources of taxation available to this province 
at more than 2 crores. 

It is probable that this problem may become more easy of 
solution in the course of time on account of some natural expan- 
sion in the present revenues, some re-adjustments in th6 relations 
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of Provincial and Imperial Governments, some improvement iix 
the attitude of the community itself. But even after making 
allowances for all iJiese hopeful probabilities, these figu^’es and 
facts make any drastic and rapid enforcement of prohibition im- 
practicable and even undesirable. It is too precarious a gamble 
for any sane Government in our present conditions to rush head- 
long into. 

The implications of prohibition for the other activities of 
Government are no less serious. Govenimciit are already com- 
mitted by statute to heavy financial obligations on behalf of 
education for a number of yearc> to come. By past policy and 
verbal promises, they are also l)oiuid to satisfy the large and 
insistent claims of sanitary and agricultural development. But 
any policy of rapid prohibition implies, in tlxe present circumstances 
of the province, a more or less complete arrest of progress in all 
the other branches of the life of the community, which are financed 
out of Government resources. Nor is the import of this threaten- 
ed educational and sanitary stagnation less worthy of attention 
from the view-point of the ultimate objective of Temperance 
Eeform itseilf. After all, it is upon the progress of education 
and public opinion, the development of sanitary habits and 
healthy outlook regarding life, that we must dejiend for that 
permanent change in the standard of life of the people, the hope 
of which alone justifies drastic policies like that of prohibition. 
Standards of life and activities, howeve^-, respond but very slowly 
to external changes in environment and changes too rapid for the 
people to assimilate are apt to exi)el jiresent evils only to make 
way for others equally injurious to the quality of human life. 
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1919- 20 

1920- 21 

1921- 22 

1922- 23 

1923- 24 

1924- 26 
1926-26 
1926-27 


Bombay*** 


Poona 


Nasik 


Dharwar 


Belgaum 


Bijapur ••• 


Bholapur 


Conmmpiion 


Rural Oonsumption. Presidency Proper, 


District Head- 
quarters and towns 
over 10,000. 

Total 
000 gal- 
lons. 

Per head 
Drama. 

1,460 

235 

1,621 

21*8 

1,308 

17*3 

1,160 

15*3 

1,662 

140 

866 

n*9 

809 

11*3 


for Prt'sidency in- 
cluding Sind. 


Total 
000 gal- 
lons. 

Per head 
Drams. 


\ 

1,408 

4 

1,222 

37 

929 

2*8 

766 

2-8 

775 

24 

P64 

*2? 

602 

21 


for Presiden. y in- 
cluding Bind. 


Total 
000 gal- 
lons. 

Per head 
Drams. 

2.641 

... 

2,615 

... 

2,101 

... 

IJCi 

6*3 

1,708 

6*1 

1,406 

4*2 

1,302 

8*9 

for P r 

e B i d e n cy 


only. 


(1925, 1926, 1927 same statistics.) 


Cost price 
per gallon. 


Max. and Min. 
auction price. 


Per head 
Consumption 
Drams. 


Average 

Duty. 


2 8 

0 

4 

9 

8 

17-3 

7 12 

d 

5 

1 

0 

1 13 

4 

6 

0 

0 

2*9 

6 12 

0 

5 

14 

0 

4 12 

0 

1 13 

0 

8 

8 

0 

1*9 

3 3 

0 

10 

5 

0 

3 12 

0 

1 12 

0 

5 

0 

0 

1-6 

6 12 

0 

6 10 

0 

4 8 

0 

1 12 

0 

5 

0 

0 

1*4 

6 13 

0 

6 

10 

0 

4 8 

0 

1 12 

0 

4 

2 

0 

•7 

6 13 

0 

8 

0 

0 

1 

4 8 

0 

1 12 

0 

8 

6 

0 

ra 

6 13 

0 

U 

0 

0 

4 8 

"q 
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Country-spirit (in Lakhs.) 


Receipts from 
8ti 1 l-H e a d 

1921-22 

1922-23 

1923-24 

1024-25 1925-26 

1926-27 

Duty 

188 

192 

180 

141 

129 

Vend and Li- 

cense Fees 

43 

77 

96 

95 

43 


NOTE 

The income from country spirit is derived at two stages. A 
duty is levied, in. the first instance, upon every gallon of spirit 
manufactured in and removed from the distilleries. This duty 
has been raised successively so that from Rs. 3-9-1 per proof 
gallon in 1906-07 and lls. 7-2-7 in 1919-20, it stood at Rs. 10-10-3 
in 1923-24. With the decrease in the issue of liquor to the shops, 
this part of the income has shown a tendency to steady diminution. 

The other part of the income is received from fees for the 
right of retail vend which is put to auction. For this purpose, 
the Collector fixes in the first instance upset prices which are 
based upon various factors such as the price at which liquor is 
likely to be sold, the previous prices obtained by the shop, over- 
head charges like rent, etc., facilities for illicit practices for illicit 
distillation, etc. These “ upset prices thus vary from locality 
to locality. The final prices realized at the auctions are also 
different according to the conditions of the locaJlities, although 
somewhere in the neighbourhood of the upset prices.’’ 

The income from toddy is derived from (1) tree-tax, and (2) 
fees from the retail sale of t<xldy. The tree-tax was allowed to re- 
main without change at a low level for 35 years till 1924. In that 
year, the rate per date tree was fixed at Rs. 6 and Rs. 3 in the high 
yield and low yield areas respectively and at Rs. 1-8-0 for Mandvi 
(North). The rate for cocoanut and brab trees was to be twice 
as much. As a result of this, the number of trees tapped has 
continuously diminished. 
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The revenue from foreign liquors consists of (1) duty on such 
liquors manufactured in India which are mulcted at Sea-Customs- 
Tariff Eates and (2) license-f#*es for the privilege of sale of these 
and imported liquors. 

The cultivation of hemp for Ganja is restricted to four villages 
in the Ahmadnagar district. The licenses and areas of consump- 
tion are strictly restricted. The revenue is derived from (1) 
quantitative duties on issues from warehouses, and (2^ vend-fees. 


Eatmcfs from E^rcise Ad mini aim (ion Reporty 
1923-2^ 

ExCISK CoMMISSIOFEP’s UnSEltVATTONS 

“ From the district repo.. ts leeeived it rppears that this in- 
crease (in Ganja ^onsuini)tion) is chiefly due to people finding 
country-spirit too expensive and resorting to Ganja.’’ (Page 12.) 

In America the advent of prohibition brought with it a 
large increase in the police force, but here the excise policy 
amounts to gradual prohibition, the machinery which has to en- 
force it is being drastically out down. . . The Government does 
not want to convert liquor-drinkers info Ganja-smokers, but still 
the transformation is taking place.” (Page 18.) 

Resolution of Bombay Government 

“ But, while the largely increased consumption which they 
evidence is undoubted, it cannot be affirmed with any degree of 
certainty that it replaced country liquor to any material extent. 
The figures cited above would go to show that the reasons for the 
increase were apparently of a local character, while the fact that 
■the increase of 4,262 licenses in the Presidency Proper occurred 
mainly under the head of Domestic Consumption, Licenses would 
further support the inference that the increased consumption 
occurred among a class who ordinarily use toddy and not among 
ihose who are addicted to country liquor.” 

it 


P, 86 



&. k. 


‘‘ In view of their comparatively harmless nature (hemjp- 
drugs), the increase however calls for no particular notice at this 
stage. . . This fact would strongly suggest that the increase of 
Ganja was due to the prohibition of the more deleterious drug 
(charas) and was only remotely connected, if at all, wdth the 
reduced eonsumplion of liquor.’^ (Pp. 2-3.) 

But other causes could also be suggested. . . . Government 
are therefore inclined to attribute the increase in crime mainly to 
the wider causes alluded to above and are of opinion that, viewed 
in this light, the problem of eradicating this species of crime is 
as much a question of vigilance on the part of the Excise Depart- 
ment as of the gradual Aveaning of those addicted to drink and 
finding other avenues of employment for those who have been the 
purveyors of it. For their own part it is most essential for 
Government to find alternative uses for those articles — principally 
Mhowra flowers — which are used as bases for licjuor and are pro- 
duced in abundance in ceriain parts. 


1926-27 

Excise Commissioner’s ( brsEiivAxioNs 

“For instance in one of the biggest English Clubs in this 
Presidency where formerly the monthly drink bill of an individnal 
member was on an average Rs. 40, it is now only Rs. 22. . . . The 
large! cities are responsible for much of the increased consump- 
tion of foreign liquor.” (Page 17.) 

I am glad to say that so far as we can find out the opium 
habit is not spreading. Ganja is replacing liquor but opium is 
not. . . . Actual inquiry, however, shows that whilst on account 
of the heavy price the amount smoked by each is much less, the 
number of addicts has increased enormousily.” (Page 20.) 

“ The work of the Department is getting so arduous that 
many of the subordinates broke down under the stress and no less 
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i’ 

than 129 subordinate officers had to proceed on leave mostly on 
medical certificate/’ 

Bbsoltjtion of Bombay Goverjoient 

‘‘ The diminished consumption (toddy) in the Presidency Pro- 
per is to be attributed not to the spread of temper? he habits but 
to the general traie-depression and in some cases also to the un- 
favourable character of the season.” (Page 1.) 

. . Illicil distillation is also carried on on a mure extensive 

and organised scale than ever before A furtb^r cause 

which tends to nullify the good e%cts wnieh are sought to be 
secured, to the great sacrifice of GoveiUiiieut re\enues, is the newly 
acquired habit of ganja-smoking which is supplementing, if not 
supplanting, the drink habit in parts of the Deccan/ 
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BY 

Radha Kamal Mukerjee, 

L ack n o w U nicer si fy 

CULTIVATOR’S BIGHT SANCTIONED BY ANCIENT 

CUSTOM 

The present distribution of land in India is fraug-ht with 
great e(*onoinic and social danger. Throughout India the ancient 
custom and tradition laid down that the cultivator had a right 
to retain his holding so long as he paid a definite share of the 
harvest or the tax demandable from him. In Southern Ind|a, 
wheie most of the land is held by petty occupiers direct from the 
State, tin’s custom has been respected from the beginning of the 
Bjitisli rule. In the ryotivori areas in Madras the registered 
occupant of each field is entitled to hold the land for ever, so long 
as he pays his land revenue; and inheritance, transfer, mortgages, 
sale and lease are without restriction. Similarly, in Bombay, as in 
Madras, a ryot is secure in possession of his holding, so long as he 
regularly pays the instalments of his land revenue and the right 
of occupancy, in the case of the ordinary survey tenure, is 
transferable by inheritance, sale, gift or mortgage without res- 
triction. 


ITS DENIAL IN THE Z AMIN DARI TRACTS 

But in Northern India, in both the permanently and tem- 
porarily settled districts, the tenants or ryots still lack complete 
protection. The zamindars being declared to be ‘‘ proprietors 

466 
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of the soil/’ lanfl-holders/’ land-owners/’ in the legislation 
of 1793, it Mlows as a natural consequence from this and from 
the introduction of Engilish ideas that the ryots have come to be 
looked upon as their tenants. Every prejudice arising put of 
Western notions of property and the relations of landlord and 
tenant in Great Britain was entirely on the side of the zamind^ari. 
There cannot be the least doubt that even in Bengal every settled 
cultivator formerly was entitled to be maintained in the quiet 
occupation of the land he tilled, so long as he paid the established 
quota of land-ta:^ to the zamindar. This was a right inherent in 
the cultivator as sanctioned m the tradithmal land law, and did 
not in any way emanate from the jami.Vfkir as sudder 'tnalguzar. 
It was unfortunate that at the time of the Permanent Settlement 
the rights of the ryot were not defined at aU. Tlie Government 
was unable to ascertain them fully and accurately. Even Shore, 
in his Minute of 1789, remarked: ‘‘With respect to the ryots, 
their rights appear very uncertain and indefinite.” The Govern- 
ment was also apprehensive lest enquiries into these rights should 
excite suspicion in the minds of the zamindar s that the assess- 
ment of the revenue was not really meant to be permanent and 
it indulged a strong hope that zamindars and ri^ots would, anS 
did landlords and tenants in England, adjust all matters of dis- 
pute between them by contract.^ Unfortunately, the subsequent 
regulations of 1799 and 1812, instead of conferring security of 
tenure upon the tenant, left him practically at the mercy of the 
zamindnr. His property was rendered liable to distraint and his 
person to imprisonment if he failed to pay his rent, however ex- 
tortionate it might be. It was only in 1859 that we witness the 
enactment of a law restricting the zamindar’s power of enhance- 
ment in certain cases. The landlords of Bengal, profiting by 
special rules made in favour of auction-purchasers and devised 
to protect the Government revenue, persistently and with the 
sanction of the courts enhanced rents and ejected tenants arbitrari- 


t The Report of the Rent Law Commission, pp. 21-22. 
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ly, thus denying to the rijofs the security which they enjoyed 
according to ancient custom and which it never was the intention 
of the. Goveinnient to ubrof*ate at the time of the Permanent 
Settlement. 

STAGES OF TENANT PEOTECTION IN THE PROVINCES 

Teiiani i)]otecljon is now sought attei the model of fhe Bengal 
Tenancy Act of 1885, which secured the status and piivileges of all 
classes of tenants in Bengal, including Bihai and Orissa. This 
Act provides that eveiy ryot who has held any land in a village 
for twelve j^eais aquires theieliy a light of occupancy, and 80 or 90 
per cent of ihe occupants have such right. The non-occupancy 
tenants cannot he ejected excejiting in execution of the decree of 
a competent couit, noi can theii lents be enhanced at shorter in- 
tervals than five yeais. In the province of Agia the 12-year period 
of continuous possession foimeily constituted the basis of the ac- 
quisition of occupancy lights. While in Bengal the right of occu- 
pancy acciued without any tiouble oi haiassment, in Agia the in- 
ciease of occupancy areas was slow and unceTtain, and was accom- 
panied by chronic litigation. 

In the new Tenancy Act foi Agra the 12-year rule has been 
abiogated, and for non-occupancy tenants a life inteiest has been 
granted with a succession for five veais, as in the case of the sta- 
tutory tenants of Oudh. The position of tenants in Oudh is excep- 
tionally weak, though there is no doubt that the lecent Oudh Rent 
Act contributed largely to ameliorate their condition. This ac- 
counts for a chionic discontent among the peasantry which lies be- 
low the surface. The British Settlement Officeis feel that the rights 
and piivileges of the land-holding aristocracy have been bolstered 
pledges which have now pioved inconvenient for land reform. 
There cannot be any doubt whatsoever that the land-owning classes 
of Oudh wdll find it to their inteiest to give adequate protection to 
the tenants. As time elapses, the so-called statutory tenant will 
claim and be gi anted occupancy rights by prescription, and per- 
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haps a beginning in this direction will be represented by the 
principle that a stdtatory tenant may acquire occupancy rights in 
land cultivated from year to year without a lease for at least 12 
yeais. Similaily, ui the case of the non-occupancy tenants in 
Agra, peiinaneiice and heritability are the incidenis to which the 
piesent life tcnuie will assimilate itself sooner oi later as a result 
either of eiilighteiinieiit among ihe landlords or ol acute discontent 
amongst the tenantry. 

Another dire(*tion of reionu lies in tht icshict’on of the ac- 
ciual ot .s*/r rights for the landlord both in Agra and (Kidh. The 
justification of .v// rights mainly lies in tliv‘ advantages of superior 
cultivation by tlie landlord vho ccinma.uh larger ca})ital and 
shows greater initiative. Thus /// rights ought not to b allowed 
to accrue Ijeyond the extend to which tne landlord’s family can 
cultivate the holding without impoiting into it permanent out- 
side laboui. On a similar principle theie are grave objections 
to the letting of .v/r land. Sit rights are incompatible with the 
lease of the land. ’Die same principle will apply in the case of 
zatthinddrs of the Madras Presidency who usually liave home-far^ 
lands over which they possevss complete rights. As regards the 
lent latcs, the piincij)les now adojjted in the recent tenancy 
legislation of Agra and Oudh are sound. Rents are now fixed at 
Settlement, the periods of wdiich differ in various provinces, and 
the Settlement or the Ryot-yeai Officer has power to reduce exor- 
bitant rents. The lents can be enhanr*ed a.t fixed intervals, and 
the rates fixed by the Roster-year Officer govern all the rent suits 
for the determination of lents. There is little doubt that the 
special machinery devised in Agra and Oudh will be in closer 
touch with the local economic data on which alone fair soil rates, 
district by district, should be based. 

ARBITRATION OF RENT DISPUTES 

The great disad^'aniage of State machinery for the adjust- 
ment of rents, however, is its inelasticity and complexity of pro- 
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cedure. Perhaps a move in the right direction will be represented 
by the formation of arbitration tribunals whose procedure will 
be much simpler and whose decisions will be quicker and more 
acceptable than the decisions of courts and revenue authorities. 
Japan, by laws passed in 1924, has laid down regulation^ for 
arbitration in ihe matter of tenancy which may be adopted with 
excellent results in the permanently and temporarily settled 
tiacts of India. In Japan, when a dispute arises on the subject 
of the amount of or of other questions connected with rent, the 
parties may present a request for arbitration to the provincial 
tribunal, which can deal directly witli the question or submit it 
to an arbitral commissi on, the latter to be composed of a presi- 
dent and of at least two arbitrators. If on tlie day of hearing the 
parties have not come to an agreement, the tribunal or the com- 
mission, as the case may l)e, must pronounce its decision; when 
this decision conies from the commission, it must be submitted 
to the tribunal for ratification. 2 

In Bengal, Bihar and Orissa the disposal of rent suits is 
left in the hands of the Civil Courts. Now the number of rent- 
suits filed each year in many districts is increa.sing considerably. 
In one district as many as 17,5G5 rent-suits were filed in 1918, 
in almost every case for three years^ rent of a holding. It means that 
every year the rent of 50, (XK) tenancies falls into arrear and ulti- 
mately has to be realised by the civil courts. On the whole, the 
number of tenancies in the district, the rent of which may be ex- 
pected to be realised by suit if it falls in arrear has been estimated 
at rather under three lakhs. The civil court procedure is both 
expensive and dilatory and the tenants also put forward every de- 
vice they know to gain time. An alternative method is necessary. 
Whether the matter should be left in the hands of the revenue 
officers, or to special land courts, depends upon local conditions, 
the character of the landlords and the degree of education of ihe 
tenants. 


2 International Year Book of Agricultural Legislation, pp. 1061 — 1069* 
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ADVANTAGES AMD DRAWBACKS OF PRODUCE- 
SHARING 

^ Similarly, the producp-rent which is now everywhere 

diseonraged in India as being an engine of oppression of the 
tenantry, need not be dis(‘onntenaneed altogether. In Bihar the 
produce-rent system is more prev^alent than elsewhere because the 
znmindars have played their due part in the ccustru'»tion and 
maintenance of private canals, /hanneb* and embankmentfl. 
Moreover, the produce rent represents automatic adjustment 
to rural economic conditions. h'rom 1850 the enhunceiuent of 
existing cash rents in Bengal and Bihar was ^lot so easily effected 
as hitherto, and since 1885 it has been comparatively difficult. 
Since the Bengal Tenancy Act became hr"*, Bihar zomimlar.^ 
generally have been endeavouring to obtain produce rent for as 
much land as possible. There is no necessity here for the institu- 
tion of suits for enhancement on the groiind of rise in prices, and 
to the full extent of the rise. The tenants, however, generally 
detest the appraisement system, which gives at each harvest occa- 
sion for friction wuth landlords; among the petty estates the sys- 
tem does not work as great hardship as in the larger ones. The 
system undeniably gives opportunities to speculative purchasers 
in Bihar to annul for practical purposes all the protection which 
agrarian legislation has afforded to occupancy ryots, of which ad- 
vantage sometimes has been taken Apart from this, the inter- 
dependence of irrigation and produce rents in many cases produces 
a happy result. Where rent is paid in kind the landlord who neg- 
lects his liabilities in respect of irrigation works will at once feel 
the result in his pocket; these high rents do give him a direct 
inducement to do his duty. In fact the introduction of coramu- 


3 Patna District Gazetteer, p. 14. 
P. 37 
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tation has in many aj eas led lo the negdect of irrigation, works and 
the ryots are now beginning to rea^lise that the conversion of pro- 
duce rents into money rents has not been altogether beneficial. 
Although there is a stipulation that the landlord can realise the 
fixed money rent only as long as he maintains the irrigation sys- 
tem in order, the result in practice has been that he seldom does 
this. Thus tlie lx iievolent intention of th.6 Government is a pious 
wish because the rynls are unable lo seek the remedy in the court. 
There is no doubi lliat the prosperity of large tracts in Tuscany 
and Southern Frinw'c are due to metayage. Share Tenancy agi‘ee- 
ments in Italy testify to the close economi(‘ partnei’ship between 
the landlord and tenant assured theieby ; the landlord supplying 
the machines, live-stock and an adequate working caintal in con- 
formity with tlie requirements of scientific agriculture, while the 
tenant supplies adequate agricultural lalx)ur. The produce is 
divided usually in exactly ecjual shares, as in India. The pro- 
dnee-rent system assur(‘s to- the tenant better protection against 
tlie uncertainties to which Indian agriculture is particularly 
liable. It may he conducive to greater co-operation between the 
landlord and the tenant, if only there is organisation to protect 
share tenancy. Tlius, when the landlord gets a money-rent instead 
of liis share of produce, he absolves himself of all risk and trouble, 
which are shifted to the tenant. Absenteeism then follows as the 
next step. Recently Portugal has passed a law which deals with 
the form of the payment of rent for rural lands. It lays down 
that in the case of those contracts for the letting of rural lands, 
for which it is stipulated that the rent must be paid in cash 
whatever the duration, form and title of the lease, one moiety of 
the r^nt shall be paid on the respective dates of expiry, in cash 
and the other in kind if the lessor or the lessee should so demand* 

It is laid down that the commodities contemplated are those which 
are derived from the cultivation usually predominant on the lands 
leased ; and their value, unless it is otherwise agreed ux)on by 
the parties, shall he calculated on the basis of the year in which 
the lease was concluded. 
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RENT OF UNECONOMIC HOLDINGS 

In the congested parts of Bengal, Bihar and the United 
Provinces the section of the Tenancy or Rent Acts which ^ves 
the' ground for an enhancement of rent by the landlord due to 
a rise of piices also needs amendment. Populatmn has multi- 
plied and the holdings, owing to continuous fractionalisation, 
have become uneconomic. Tenants, therefor<^, who have no sur- 
plus agricultural produce for sale do not l)enefi£ from a rise of 
prices. At the same time the competition for land tends con- 
tinually to raise rent to a higher levc’ then the holdings can pay. 
There is needed accordingly some discrimination between economic 
and uneconomic, holdings in the asse.'-'smeii.l of rent by the Settle- 
ment or the Roster-year Officer. Obvioxisly ^he ground for an 
enhancement of rent due to rivse of the price-level is not applicable 
to unecojiomic holdings. 

LEGAL AND ECONOMIC MEASURES OF CONSOLIDATION 

Intensive enquiries in the villages of the Indo-Gangetic Plain 
indicate that this problem is very serious. Near'ly half of the 
tenant population in villages jiossess holdings whose size is below 
the subsistence limit of three acres. Again, the unprotected 
tenant occupies everywhere smaller-sized plots and pays higher 
rent than the protected tenant. Naturally, most of these un- 
protected tenants belong to the fluctuating class, tenants one yeax 
and labourers the next. The holdings are too small and the rents 
too high to retain permanent tenants. Hence the question of 
fair rents is closely related to the problem of economic family 
holdings. We have already discussed the need of tentative legisli^- 
tion in this direction which would compel all villagers to acc«^pt 
restripment when a majority desires it. ^ On the death of th^ 
cultivator, a preferred heir could succeed as in Germany, 
compensate the other heirs. The introduction of economic holdtRjgs 
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is, however, impovssible so long as there are protected and un- 
protected grades of tenants, or, again, where agriculture is so 
much dependent upon rainfall that holdings have to be scattered 
in different soil areas to minimise the risks of agriculture. In 
densely populated regions a forward scheme of consolidation 
would also involve expropriation and widespread distress in the 
absence of better opportunities of emigration and of industrialism. 
Thus, the whole problem of consolidation is connected with the 
reform, not merely of the land and revenue, but also of the present- 
day practice of Indian farming. 

The maintenance of the small family holding, however, no 
longer can be left either to voluntary mutual transfer or to co- 
operative consolidation, but must be tackled by legislation. 
Throughout the country, wherever the land is fertile, the constant 
subdivision of property that takes place tends to make the income 
derived from the holding less and less adequate for the needs of the 
family. The climax of absurdity has been reached in many districts 
of the Punjab, ihe United Provinces, Bengal, Bihar, Orissa and the 
Madras Presidency, where the average size of the holding is 
hardly more than an acre or two. A forward scheme of consoilida- 
tion is the crying ne<!essity of Indian agriculture. First, the 
economic cultivation unit must be determined region by region, 
and the law should protect this unit against further subdivision. 
The extent must be such that a family of medium size can cultivate 
it effectively, and in any case it must not be less than three acres. 
There will be enormous social and legal difficulties to overcome 
before an economic family holding of this size can be constituted. 
But, if such difficulties cannot be faced today, they may be 
overcome a few decades hence. Sooner or later the country must 
adopt compulsory lestripping operations so as to establish an area 
suitable for normal small cultivation. The incredibly small scale 
in which cultivation is now carried on can hardly be called normal 
farming. Therefore, the amalgamation of smalll holdings, provided 
the foM area does not exceed the size of the economic cultivation 
unit, must be deemed a necessary return to the normal. Bach 
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cultivator participating in the restripping might receive, out of 
th« re-grouped area, in exchange for his old property, an area of 
land of equal value and equal quality with that which he possessed 
before the exchange. A I the time of ^’e-stripping, the law might 
also effect the liquidation of all easements and the regulation of 
roads and paths, as well as the provision of a general constructive 
plan for the rural unit created by the re-stripping of the lands. 


PTTHCnASE ()¥ ZAMINDAHl RIGHTS (^N BEIIALE OF 

TENANTRY 

To secure land and provide money for such a pro^JCramme 
legislation might also be necessary for dividing portions of 
zaimnddfk or great estates among peasants and landless men. 
Agrarian reform on such lines has been effected by drastic 
legislation in most countries in Central and Eastern Europe. In 
Ireland and Scotland such reform was made at an earlier date 
by a series of cautious land laws. The Irish Land Act of 1909 
and the Scottish Small Holders Act of 1911 have a compulsory 
clause, authorising compulsory acquisition of land for the purpose 
of constituting small holding’s. In Ireland the Act allows the 
landlords to sell their rights in land held by the tenants for a 
guaranteed price paid by the Gov^ernmeiit, and the tenants to buy 
their farms, paying for them by easy instalments. If the owner 
does not accept the final offer of the Estates Commissioners tlie 
land is acquired compulsorily. Similarly land in West and South 
Ireland may be requisitioned by the Congested Districts Board. 

In Bengal and Bihar expropriated zaiaindars might be 
compensated in a similar manner while the new small owners 
could be allowed to pay by easy instalments at least part of the 
price of the land they needed. The Government would advance 
the amount for the expropriation and be repaid by the purchaser 
by means of annual repayments to include interest and a quota 
of the repayment of the principal. Easy and cheap facilities of 
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credit should also be supplied by the State, so that the tenant 
might start work on his newly acquired holding without any 
handicap of indebteducvss. The x^robleni is very urgent, and an 
eiar'ly solution is impeiative. If the experience of the smaller 
agricultural countries of Europe is to have any lessons for us, 
the solution lies in legislation aiming at the preservation of the 
greatest possible number of independent Jioldings; first, by 
preventing any land belonging to the peasantry being added to 
the landloicrs estate; secondly, by providing against holdings being 
reduced, by the detachment of parcels, below the limit which in 
existing circumstances must be considered necessary to ensure that 
a family shall find full occupation upon them; and, thirdly, by 
compulsorily acfjuiiing land from landlords or under-tenure- 
Jiolders, avIio hold large estates and who would be compensated by 
the State. The State should obtain a portion of the compensation 
cost from the new owners i]i easy instalments. 

In Madras and in Bombay the introduction of special legis^la- 
tion to promote restripment and consolidation should be least 
difficult, because fjuestions of tenancy riglit do not there complicate 
the situation as they do in the Noj’th. Indeed, preliminary 
experiments in restripping and amalgamation should meet hardly 
any difficulties at all in Bombay and Madras, where even now 
the village panchayafs have kept alive the tradition of mutual 
transfer of holdings. The asvsessment of a fair land revenue which 
does not encroach upon the cultivator\s standard of life and 
comfort would thus be facilitated. It should be determined by 
the same principles which govern fair rents in the permanently 
and temporarily settled tracts. Tlie State, in estimating the net 
produce, should make a liberal allowance for the true and full 
expenses of cultivation, the labour of the cultivator and his 
family, depreciation of agricultural capital, and insurance against 
the inevitable risks of agriculture in the Indian climate; it also 
should return the land revenue in the form of benefits which may 
increase the efficiency as well as the comfort and amenities of life 
of the cultivator. 
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MODlFlOATIO^r '>F OCX’FPANCY STAFFS AND 
BEFOGNrnON OF SFF-TENANTS 


The status atul rift*hts of the teuauis on the peiinanently and 
temporarily settled estates should g:radaally approximate to those 
of the rjjotu'ari cultivalors. A peimanent anJ heritable right of 
use and oecupan(\v of land will gradually accrue, either by 
continuous occupation for twelve years, cimLined with regular 
payment of rent, or by a spe(*ific graiu o^‘ .he State as in the case 
of the Central Provinces cu]ti\atjr. Such a permanent right 
was etijoyed by the cultivator under time-Loiioured customs in 
India. The present condition of agriculture demands, however, 
a modification of the oc(*upancy status in one or two directions. 
Undor-cultivation and misuse of the land are too common in the 
case of j)ermanent teuure-holders and occuptwicy tenants who are 
entrenched v/ithin their own rights; and cases are also frequent 
where landlords, desirous of making a permanent improvement of 
the land, cannot undertake such a measure on account of the 
ignorance or perversity of the tenant, who refuses to recognise 
such an improvement and pay an enhanced rent for it. In the 
interests of scientific agriculture, the occupancy system should l)e 
altered so that the tenant may not acquire a permanent and 
heritable right to negleci and impoverish the soil. Perhaps the 
recent share tenancy agreements of Italy, which define the duties 
of boih landlords and tenants, might be helpful in prescribing the 
conditions of permanent tenure. The agricultural drawbacks of 
a system in which the legally protected peasant becomes a mere 
rent-receiver are also obvious. At present the occupancy status 
can be enjoyed by only one person in a long chain of sub-infeuda- 
tion. We have seen already that the right frequently passes into 
the hands of a person other than the cultivating tenant, resulting 
in friction and economic wastage. The framers of the Bengal Act 



478 


RADHA KAMAL MtJKEfeJEE 


of 1885 contemplated the ryot to be a person who would actually 
till the soil. They laid down that there should be one grade of 
ryot, the genuine cultivator. Measures were devised to discourage 
subletting by ryots, but these have failed in their object. As a 
result of the license given for subinfeudation, there is a great 
danger of the extinction of all occupancy privileges with the 
genuine ryot class. The so-called ryots have been converted 
virtually into midcUemen, and the actual cultivators into under- 
ryots without any security, almost into tenants-at-will in the eyes 
of the law as it now stands. The practice of subletting and sub- 
infeudation has grown considerably, not merely in Bengal but also 
in all zowiiuhri provinces, in spite of various restrictions imposed 
upon this practice. The capture of occupancy privileges by the 
middle and money-lending classes, and the lowering of the status 
of the peasantry now have social as well as political significance. 
The situation can only be remedied by more thorough-going 
measures for the prevention of subletting, and by the recognition 
of the inferior class of under- and agricultural partners as 
occupancy tenants with all the privileges belonging to them. 
Occupancy rights thus should accrue to several grades of tenants 
simultaneously. An excellent precedent is afforded by the Central 
Provinces Tenancy Act. 


BESTBICTTON iW LEASE, MOBTGAOE AND SAI.E 


One of the chief causes of agrarian complication has been a 
policy of drift with regard to the transfer of protected tenant 
right. Unrestricted transfer is a newly acquired right imported 
from the West and is entirely opposed to ancient tradition and 
custom. On the permanently and temporarily settled estates the 
privilege of the landlord to refuse his consent to transfer and 
withhold recognition of the incoming cultivator's status has 
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encouraged illegitimate exactions as well as litigation. Such lega^l 
restriction as exists has contributed only to lower the money value 
and lessen the security ol the protected tenant right. For example, 
while an arbitrary enhancement of rents is checked by the civil 
court in Bengal and Bihar and the settlement operation in Agra, 
Oudh and the Central Provinces, the landlord has everywhere 
sought to defeat the tenancy law by allowing rents to co-ntinue 
at a low figure and to exact premiums on new leases of surrendered 
holdings or on the leasing of the land for the first time. Such 
premiums represent capitalised rent, and the uppori unity of 
premium-hunting vaiies with the privileges: <A the landlord. Thus 
a periodical tenancy, or the I’ght cl th landlord to refuse transfer 
or lease, has been accompanied by the pr'^dice of levying illegal 
exactions. This practice is now well-nigh universal hut has grown 
with th<^ new protective tenancy legislation. On the other hand, 
free transfer has led to agrieultural unsettlement in the Deccan, 
Punjab, Chota Nagpur and the Central Provinces. As long back 
as 1879 the Dekkhan Agriculturists’ Belief Act was passed to 
cope with agrarian discontent in four Dect^an districts — Poona, 
Salara, Sliolapur and Ahniednagar. Tlie Act provided for the 
appointment of a special judge and numerous councillors who were 
empowered to investig^ate mortgages and similar alienations of 
land, to revise the terms of contract, and to arrange for an equitable 
settlement of claims, with a view to restoring the original rights 
of the occupants. The greater part of the Act was extended to the 
remainder of tlie Presidency in 1905. Reports indicate that the 
Act has had the desired effect of protecting the revenue-paying 
classes from the encroachment of non-agriculturists and that, 
although it has restricted credit, it has not done so to the extent 
of hampering agricultural operations. The Bombay Land Revenue 
Code Amendment Act of 1901 created a special tenure known as 
the restricted or non-transferable tenure. Under this Act the 
Collector is authorised to grant the occupancy of lands for limited 
periods, or on such conditions as he may think necessary, the 
principle of these being that the occupant cannot alienate his 
p. as 
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land without the previous permission of the Collector. The 
conditions of the non-alienable tenure are designed to meet the 
circumstances of the wild tribes, the depressed castes and other 
classes of cultivators who are known to be backward or improvident. 
The Punjab Land Alienation Act, the Central Provinces and the 
Chota Nagpur Tenancy Acts, all seek to check the serious evil 
arising from the transfer of land from the agriculturist to the 
money-lending and professional classe»s. In the Punjab agri- 
culturist money-lenders, however, have grown in proportion and 
the Act has not served its entire purpose. The measure has been 
extremely popular among the agriculturists and unpopular amongst 
others. In the Central Provinces, occupancy right can be 
transferred to certain heirs only. Transfer to others requires the 
malguzar^s consent, and if made without such consent is voidable. 
It can also be annulled through the Deputy Commissioner on 
application by the heirs of the transferring tenant. Though 
subletting for a year is permitted, occupancy tenancies cannot be 
mortgaged. Both in the Central Provinces and Chota Nagpur the 
Acts in the main have succeeded, though there has been some 
contraction of the cultivator’s credit. 

In the new agrarian legislation which has created small family 
holdings in Central and Eastern Europe, sale or transfer has been 
restricted most rigidly. The law of Prussia makes State approval 
compulsory for transfer of real properties. In many cases, in 
order to create a charge on the family holdings, the consent of the 
State is necessary. Mortgages and land debts may only be entered 
in the form of debts repayable by installments and not capable of 
being called in; the mortgage of land debt as a rule is discouraged 
or its amount limited by legislation. The grantee of the family 
holding may reipiire the consent of the State to the entry of a 
right of usufruct (tenancy), a land easement, a limited personal 
easement, or a real encumbrance, when it is compatible with the 
rules of normal w^orking, and it does not diminish or impair 
essentially ihe effective character of the family holding. A limit 
of indebtedness may be entered for moHgages, land debts and land 
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revenue encumbering* the family holding. Distraint on the family 
ho'lding in respect of a personal debt may be disallowed. 

In Bombay the restricted or non-alienabie tenure has already 
been created by the State. In the Central Provinces the subletting 
of land is prohibited as drastically as in the Russian Agrarian 
Code. The prohibition of mortgages containing a foreclosure 
clause is already a part of the Punjab Land Alienation Act. The 
Usurious Loans Act of 1917 and other measures have enabled the 
civil courts to go behind contrecis and mitigate the hardships 
of the indebted peasantry. In different provinces the transfer of 
the cultivator’s holding is sought lo be restiicted to agriculturists 
of the same village. In Bengal, as xai back as 1880, the Rent 
Law Commission recommended that occupancy holdings should 
not be mortgaged and that the right of occiipancy, though sale- 
able in execution of a decree for its own rent, should not be 
saleable in execution of any othe/ decree. 

Gradually but surely measures restricting transfer, mortgage 
and lease will be deemed necessary in every province if the small 
cultivating proprietor is not to give place to a non-cultivating, 
rent-receiving and moneyed class. The distribution of land among 
the several classes, the character of the people, the facilities of 
credit to which the cultivators have access, — all these will 
determine both the form as well as the character of such restric- 
tions. In the ryotwari tracts the legislation to protect small 
holdings by means of restrictions on lease and transfer, and by 
agricultural loans, grants and subsidies, will be in keeping with 
the theory of State landlordism. In a country inhabited by a 
dense population economic adjustment can be brought about only 
by intense small farming. The State can assist a great deal 
through agricultural associations, credit banks and direct subsidies. 
But small farming cannot thrive unless and until we accept the 
principle that no one may own any greater area of land than he 
can cultivate by the labour of his own* family. This is the 
dictate of agricultural economics, to which we must listen if we 
wish to rescue our agriculture from its present stagnation. 
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EEFOEM T;e;/;*ST^S' eevolution 

There i« a gi’owiiig recognition by men of varied political and 
economic predilections that changes in the Indian land system are 
imperative. The opinion has now spread to all classes of society. 
Under the pressure of an enormous population upon the land the 
holdings have come to be so small and fragmented that they can 
neither utilise the full labour of a family nor can support it even 
under the existing low standard of subsistence. At the same time 
the landlord has become a rent-receiver rather than a wealth*-,' 
producer having ceased to play his old and honourable part in 
the agricultural combination. Today he neither supplies agsi* 
cultural capital nor controls farming operations. Below him hae 
developed a class of intermediaries who have profited from the 
complexities of the i)resent land system and make the difficult 
position of the actual cultivator still more precarious. This is no 
criticism, but a summary of the facts. The old system has broken 
down, and it Ls imperative that a new system be created in its 
stead which is adapted to the present conditions and requirements 
of agricultural and social life. To delay the process of adapta- 
tion, whether from fear of angering ‘‘ vested interests ’’ or from 
apathy towards the un vocal clasvses, is to sow the seeds of drastic 
reform, and, it may be, even of revolution. 



THE SYSTEM OF LAND TENURE IN SOME 
DISTRICTS OF SOUTH BIHAR 
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This PapcM’ (IpoIs Aviih the vsysiem of haul tenuro in Patlia, 
Gaya, and Shahahad districts. The system has got some dis- 
tinctive features of ils own, but is a part of tJie land system of 
Fihar, the most outstanding* feature of wliich is the dominant 
position of the landlords in the rural economy of the province. 
All landlords in these distiicts are not big. Some of them are, 
as a matter of fact, very small landholders, but the rent roll of 
the districts amounts to 871-5 lacs, ami is iinearmul income in 
every sense of the word. The* tenants are divided inlo three 
classes, i.e., fixed-rate tenants, ocM upam y tenants, and non-occu- 
panc.y tenants. A larger ])ortion of land is held by the occupancy 
tenants whose immunity from rack-renting is, however, consider- 
ably impaired by the system of ])roduce rents which ])revails in 
these districts to a very large extemt, and causes a lot of hard- 
ship to the cultivators. Produce rents are generally assessed 
cither by the appraisement of gross outturn or the division of 
yield on the threshing flrmr. The system of produce rents leads 
to inefficient cultivation, and is as much detested by the tenants 
as it is highly prized by the landlords. The only justification 
given for its existence and continuance is the necessity of keep- 
ing private irrigation works, which are of great importance to 
agriculture in these distric^ts, in a state of good repairs. Private 
irrigation works are of great antiquity, and constitute a remark- 
able system by which water resources of these districts are turn- 
ed to the best account. They are controlled by the landlordvS who 
are responsible for their maintenance. But the unity of control, 
which is essential for an effective fulfilment of this obligation, 
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is lacking on account of the sub-division of estates; and owing to 
the neglect of these works by the landlord special legislation has 
had to be undertaken to ensure their proper upkeep. Produce 
rents can be commuted into cash rents, but the Government has 
till now followed a very halting policy in this respect. Incidence 
of cash rents is very high in these districts on account of the 
standard set by produce rents. The landlords are realising a 
number of unauthorised exactions. The situation is extremely 
unsatisfactory, and there is no prospect of impi’ovement in the 
near future. 


The close connection between agricultural prosperity and 
the system of land tenures is a. fact which is borne out by current 
experience and testimony of history in every country; and yet 
such are the exigencies of political situation in India that the 
Commission w^hich was a])pointed to examine and report on the 
present conditions of rural economy, and to make recommendations 
for the improvement of agriculture and promotion of the welfare 
and prosperity of rural population was precluded from making any 
recommendations regarding the existing systems of landowner- 
ship and tenancies. It is, however, a matter of common knowledge 
that so much depends upon the satisfactory adjustment of 
different rights in land that it is idle to expect any material 
improvement of agriculture when the rural economy presents 
the appearance of a house divided against itself. It is proposed to 
illustrate the validity of these statements by giving a brief 
account of the system, of land-tenure in three districts of South 
Biihar, and examine its effects on the economic and social life 
of the people. The system described in tbe following paragraphs 
is in many ways distinctive, and this fact lends to its study a 
special interest both from the theoretical and practical stand- 
points. It is not easy to convey a vivid idea of the far-reaching 
effects of the system on the whole social structure. It is tbe 
one oni standing fact of the entire organization, and dominates 
its working in a manner which can be fully appreciated only by 
first-hand knowledge of the actual conditions. It is, however, 
poasible to give a fairly correct account of its salient features 
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by collating and interpreting <he relevant facts and that is all 
that can be attempted in this Paper. 

The districts whose land tenures are the subject-matter of 
this Paper are Patna, Gaya and Shahabad, and make up what is 
known as the Patna Division. The total area of Bihar is about 
42,(M)0 square miles, and its population 23 millions. The area 
of Patna Division is about 11,000 square miles and Hs population 
about 5*5 millions, or in other words both in respect of area and 
population these districts are, roughly speaking, one-fourth of 
Bihar. Being one of the most densely populated tra.c^s in the 
whole country, the competition for land is \ery' acute, and 
accounts for the fact that in spite of ^al■^ous measures adopted to 
check the ruinous consequences of free play of economic forces, 
the situation is far from :;atisfactery and the masses have to 
carry on unequal ‘struggle against very heavy odds. The weight 
of numbers would in itself make the struggle of existence a dreary 
pursuit under any circumstances, but here absence of any means 
of subsistence, other than agriculture, and the existence of a 
large class of persons, who are in a position to levy a heavy toll 
on the income of the people without any obligation to make any 
return in any form, renders the position almost desperate. This 
general conclusion, however, ha.s to be supported by facts, and 
it is necessary to present them in a CH>ncise and intelligible form. 

The system of land tenure in these districts has some special 
features of its own, but it is a part of the system which is found 
in Bengal and other districts of Bihar, and has l>een shaped into 
its present form by three well-known legislative measures. The 
first of those is the Regulation I of 1793 by which the decennial 
settlement was declared permanent, and the Zemindars granted 
the right of property in the soil in perpetuity. This was done 
as the author of this measure was of opinion that it was the 
most effectual mode of promoting the general improvement of the 
country.’’ This decision has been characterised as a monumental 
blunder, and its social and economic consequences are now 
deplored by most of our progressive thinkers. This view may 
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npt be acceptable to all of us, but very few can now maintain 
that it has proved what ihe Court of Directors (*alled as * a pro- 
ductive principle of management ’ in their despatch of the 19th 
September, 1792. The llegulation 1 of 1798 has given to the 
provinces of Den gal, Dihar and Orissa a land system, the most 
conspicuous feature of which is the dominant position of the 
landed-magnates, souu; of the biggest of whom are found in these 
thive districts of Dihar. The sub-division of property rights 
wfiicli has been going on since the original settlement was made, 
has broughi about disintegration of estates and increased their 
mini her enormously. In Patna the number of estates has doubled 
since IS7() and is, according to the Record of Bights, 18,725. In 
(laya the iiuniher of estates has increased from 4,411 in 186^^70 
to 9, 020 in 11)10-17 and now must, of course, he still larger. 
Though the number of estate-holders is not increasing in anything 
like the same ])ro])ortion as number of estates, as the word 
‘ estate ’ in the Recoid of Rights has got a technical meaning, 
there is not the slightest doubt about it that the proprietor is 
now in a very large number of cases a very small landhohhu*, 
and represents an inter(\st which lias nothing in common with fhe 
big landed estates. The smallest evState in Patna covers an 
area of one-ninth of an acre, and its annual land-revenue demand 
amounts to 10 pies. Rut in spite of this sub-division of properties, 
there still exist very large estates and occupy a predominant posi- 
tion in the rural economy of their districts. In Gaya there are 
estates like Tikari, Maksudpur and Deo, in Patna Amavan and 
Maiisaurah, and in Shahabad Dumraon, whose rent roll amounts 
to several lacs, and their proprietors are big landed-magnates 
occupying a position of great power and authority in the districcs 
to which they belong. Though the cleavage between the small 
proprietors and cultivating classes is not very marked, the former 
do not cease to be a burden on land on that account. On the 
other hand the experience shows that it is these small proprietors 
who exercise their authority in the most tyrannical manner, and 
rackrent their tenants to an extent which is unknown in the big 
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estates. They belong to families that have knotvn better days, 
and try to make up for the reduction of their incomes by putting 
up the screw several not hes higher. The rent roll of these 
districts amounts to »571 6 lacs, and the ani»ual land revenue 
demand is about 42-5 lacs, or, in other words, the landlords 
retain in their own hands a sum of 329 lacs. This is the contri- 
bution of the llegidation I of 1793 to the ease and happiness 
ot the people,’’ which was the prime concern of the authorities 
in conceding the fixity of the levenue demand 

It is a matter of common knowledge that in 1793 nothing 
was done to protect the tenants a^minst ilie landlords, and for 
sixty-six years the cultivators \\eie exposed to the full blast ol‘ 
what are generally called economic forces, which of course means 
that landlords could do what they likeel with them. The history 
of this period is, in the words ox a revenue officer, “ a melancholy 
record of embittered relation between landlord and tenant.” It 
was. of course, the tenant who luul to suffer on account of this 
bitterness and the conditions of insecurity and oppression under 
which he had to live left him only bare subsistence and not even 
that in the case of Bihar tenantry. By the Acts of 1859 
and 1885 two successive attempts were made to get a square deal 
for the cultivators. The agricultural population was divided into 
tenants holding at fixed rents, tenants holding land for 12 years 
and tenants holding land for less than 12 years. The first two 
classes were given a privileged position. The fixed-rent tenants 
were effectively protected against ejection and enhancement and 
the tenants who had held land for twelve years or more (known 
as the occupancy tenants) were also given a position of security. 
Their rents could only be enhanced under specified conditions. 
The enhancement was allowed on the ground of increased fertility 
of land due to the investment of capital by the landlord or by 
fluvial action, rise of prices, or because tenants were paying 
below the prevailing rate of the rents paid by tenants of the 
same class for land enjoying similar advantages in neighbouring 
villages. The rents could also be reduced in the event of a 
P. 29 
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fall in the local prices of staple food crop or permanent cleteriorar 
tion of land on account of natural causes. The existing rents 
were presumed to be fair and equitable, enhancement was ailow- 
fcd once in 15 years, and its limit was fixed ati 2 annas per rupee. 
The non-occupancy Icnanis are the tenants who do not fall under 
the other two classes. They cultivate under certain conditions and 
pay rents agreed on between them and their landlords. These 
two Acts govern the condition of tenancies in these districts. 
Under their provisions most of the tenants here have acquired 
occupancy rights. The subjoined statement gives percentage of 
the occupied area of these districts held by the proprietors in 
their own cultivating possession, tenants at fixed rent or rent- 
free, occupancy tenants, and non-occupancy tenants. 


Tenants of fixed 
Proprietors, rent and rent-free 
tenants. 


Occupancy Non-occupancy 
tenants. tenants. 


Patna 

13'6 

' 2-2 

83*9 

0*3 

Rhahabud ... 

16*0 

15*8 

67-5 

07 

Gaya ... 

13*2 

2*9 

83-2 

07 


The hulk of the occupied area being in possession of the occu- 
pancy tenants one would expect them to enjoy the security of 
tenure and immunity from rack rents. The agrarian situation 
here, is, however, profoundly affected by the prevalence of pro- 
duce rents. These provisions of enhancements do not apply to 
these rents. In 1885 it w^as proposed to impose restrictions on 
the enhancement of produce rents as well, hut it was argued that 
in view of the necessity of maintaining private irrigation works 
it w\as not desirable to do anything which might adversely affect 
tlie upkeep of the water reservoirs and channels. Produce rents 
are determined by custom, and it is necessary to understand the 
methods by which they are assessed and collected to appreciate 
the distinctive features of land tenures in these districts. 

In Gaya 67*9 p.c. of the land cultivated by the occupancy 
tenants is held on rent in kind, in Patna 44 p.c., in Shahabad 
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21 p.o. Out of the total area of 3,809,450 acres of land held by 
the occupancy tenants in the whole division 1,790,949 acres are 
held on produce rents. This gives us a percentage of about 47*5. 
The percentage so held in other districts of Bihar is as follows ; — 


Saran ... ... 4 

MumflParpur ... ... ... 7 

Darbhanga ...* ... ... 8 

Bhagalpur ... ... ... 9 

Monghyr .... ... ... 19 


These figures make it quite clear that those th’^ee districts consti- 
tute in respect of the prevalence of produce rents a. well-marked 
area in themselves, and it is this faci whicn makes the study of 
their land tenure a matter of special interest. It is, therefore, 
necessary to give a short account of the actual working of the 
system of produce rent. Produce rent is realised in three forms. 
The first is Mankhap. The cultivator pays a fixed quantity of 
grain which does not vary with the outturn. This quantity is 
generally high and varies from four to eight maiinds per bigha. 
This system is found on the privileged lands of the landlord or 
those which have been bought by him at auction, or have fallen in- 
to his hands by failure of heirs. This system bears very heavily on 
the tenant, hut being confined to a very limited area does not 
in itself present an evil of very seriouF magnitude. The more 
common system of produce rents vary with the outturn of land 
and their outstanding feature is the method by which the yield 
of land is estimated in a particular year. The share of the land- 
lord is assessed in two ways, viz., by appraisement ordinarily 
known as Dhanbandi or by division for which the common word 
is Batai. Of these the former is more important. The appraise- 
ment is done when the crop is ripe, hut before it is cut. The 
actual details of the system vary from estate to estate. But it 
is generally the Gumashta or the agent who with the help of the 
measurer and the writer does the actual work. He is also accom- 
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panied by Kalis, which literally means the arbitrator, who, how- 
ever, is not an independent pei^on but a nominee of the landlord. 
The cultivator is, of course, present at the time of appraisement 
and miiy in some cases be assisted by Jeth-Hyot or some promi- 
nent cultivator of the village. This i)erson, though nominally 
expected to w^atch the interests of the cultivators, is also general- 
ly under the thumb of the landlord, and the former cannot count 
u];oii him to protect him against the exactions of the latter. The 
(jiimashta is the real apjJiaiser, and a. great deal depends upon 
the way he does his work. Kir William Duke wrote in his 
Administration Report of one of the biggest estates in Gaya when 
he was the Collector of that district, If the Giimashtas go in 
with the Ryots it is very easy for him to- cheat the proprietors 
to a veiy great extent. If, however^ they are not on good terms 
with the Ryots, they may grossly overestimate. When they 
have much work to do they can bring pressure to bear by neglect- 
ing to appraise until the crops are wasted by delay. He, not 
uiioften, succeeds in getting ihe better both of the proprietor and 
Ihe cultivator and helps himself io an appreciable portion of ihe 
I)roduce of land. The ordinary procedure of appraisement is 
that the quantity of grain in the crop is estimated by the land- 
lord’s agent, and if the tenant accepts the estimate, the matter 
is considered settled. If there is, however, difference of opinion 
between the parties and even the mediators cannot bring about 
a compromise, a test crop-cutting takes place, landlord select- 
ing the best part of the field and the tenant an equal part of the 
worst part. The produce of both is reaped, threshed, and grain is 
then weighed. The whole produce of the field is ca;lculated on the 
basis of this test, and entered in the field register known as the 
Khasra. The cultivator is then at liberty to reap and harvest 
the crop at his own convenience. The other system of produce 
rent, i.e., Batai, is simpler. This is resorted to in some cases as 
an alternative to appraisement when the parties cannot see their 
way to come to an agreement regarding the outturn, but is a 
customary method of ascertaining the produce rent payable to the 
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landlord in quite a large nunaber of cases. The grain is collected 
on the threshing floor, winnowed and then the division is eftect- 
ed between the proprietor and cultivator. This system is not 
liked by the landlords as it affords the cultivator opportunities of 
removing the grain in a clandestine manner, and it means bother 
and expense to have to watch the crop while it is growing. 
Landlord takes half the gross prcvdiice in case of division, and 
rent in these cases is always j^aid in kind. Jiandiord's sl)are is 
also half of the gross produce wl*eii the total oat turn is appraised, 
but it is not uncommon for them collect Nausat or 9/U> of th(‘ 
gross produce as their share which is calle^^ IJakimI llissa. Jlolh 
in the case of Dhanbandi and K*iti4i tt riUtiber of allowan(‘es have 
to be made out of the gi*oss out! urn for the village artizans, etc., 
before the landlord \s and tenant^ s share if determined. In the 
case of appraisement rent is always paid in cash, and its money 
value is calculated at the curren+ money prices, 1 hough cases aae 
not unknown when the rates higher than the prevailing market 
prices are used for the purpose. 

The system of produce rent has given rise to very grave 
abuses. It has been defended by some very eminent men. 
Among those two well-known names are those of Dr. Btuhanan 
and Dr. Grierson. The two merits of the system whi(‘h have 
been urged in its favour are its elasticity and the inducement 
which it gives to the landlords to invest their capital in the main- 
tenance and improvement of the works of irrigation. There is 
no denying the fact that their advantages are real, and can, if 
there is a fair measure of co-operation between the landlords and 
tenants, justify its continuance. But unfortunately this essen- 
tial condition of its success is conspicuous by its absence, and 
the system as it is working today is extremely odious to the 
tenants and has been condemned by all revenue and settlement 
officers and other unbiased students of the subject. The tenants 
prefer very high cash rents to produce rents and resist attempts 
to commute the former into the latter once they acquire the right 
to meet their obligations in cash, and the fact that the landlords 
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UH a clasts cling tenaciously to produce rents, and do all they can 
to perpetuate it, is a conclusive evidence of its being detrimental 
to the interests of the tenants. The system lowers the standard 
of husbandly. The crop-testing experiments carried out by the 
settlement officers hove shown, the crops on lands held on produce 
rents are distinctly poorer — the yield being at least 10 p.c. less 
if not more — and the methods of cultivation slovenly and ineffi- 
cient. A great deal of land is left fallow as it is not profitable 
to cultivate it under the system of produce rent. In spite of the 
fact that the law requires that receipts should be granted in all 
cases, the j)rovisions of law are generally ignored, and in the 
case of the produce rents even the Kacha receipts are not granted ; 
and one of the most powerful weapons in the hands of \he land- 
lords to cow down the refractory tenants is filing of rent suit for 
arrears of three years. As soon as the tenants apply for the 
commutation of produce rents or in some other way take a concert- 
ed action against the highhandedness of the landlord, they are 
at once brought to their knees by the rent suits. The claims are 
grossly exaggerated and the only evidence in their support are 
ihe Tvhasraa or the field-registers which arc in almost all such 
cases fabricated documents and utterly unreliable on that account. 
The courts are not in a position to ascertain the correct yield of 
land, and although rent decreed falls short of exaggerated claims, 
they are even then quite high and press very heavily on the 
ienants. The cost of litigation and the rent decreed have brought 
ruin on thousands of tenants, and such cases serve as a warning 
to others who may be inclined to assert their will against that of 
their masters. Failure to grant receipts is a penal offence and 
every y^^ar some landlords are fined for infringement of provi- 
sions of the law (in year 1926-27 103 such cases were laid in the 
laAV-courts) but this does not improve the situation, and the prac- 
tice of not granting receipts is not affected thereby. It means 
work for the law-courts. The lower civil courts are almost all 
the time engaged in disposing of the rent suits, and they are so 
heavily burdened with work, that most of the judicial officers 
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have piles of imdispoised of cases with no prospect of their bein^if 
able to deal with them for months to come. Sir Ashley hMen 
described the Bihar peasantry more than forty years ago as poor, 
helpless, discontented men, tenants of the richest province in 
Bengal, and yet the poorest and the most wretched class in the 
country.'’ The misery of the tenaaits is partly their own fault,- 
but the land system is also responsible tor it in no .unall mcasaie 
and produce rents are the most undesirCible feature of the agrarian 
situation. 

The law makes provision for the commutation of produce 
rents. Under section 40 of the Bengal Tenancy Act the oIIiccms 
deal with such applications, and the tv’o factors generally con- 
sidered in granting commutation are cash rents for similar lands 
with similar advantages, and average reaLfc.atiou of the landlords 
for ten years. There has been some decrease in the area held 
on produce rent, but the reduction is not appreciable. 1 he 
application for commutation can be refused by the Collector in 
the interest of the Byots, and there is no appeal against the refusal 
to grant commutation. The one reason often urged against the 
conversion of produce rents into cash rents is that the continuance 
of the former is an essential condition of the maintenance of 
private irrigation works which are of such vital importance to th(‘ 
welfare of the agricultural population of these districts. The 
argument is specious and may be briefly examined. These dis- 
tricts have a system, of irrigation of their own, which is of a 
very remote origin. The importance of this system is indicated 
by the following figures: — 
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Out of the total cropped area of 4,648,156 acres of these districts 
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2,31^8,182 or about 50 p.c. is irrigated and a very large part oi 
it is irrigated by private canals and tanks, etc., which are con- 
trolled by the landlordvs who are also liable to maintain them iii 
good repairs. The general slope of this area is from south to 
north and it is comparatively rapid, the average fall northwards 
being G to 4 feet in the mile. A number of rivers intersect the 
district from south to north. These rivers are swollen torrents 
atfter heavy rainfall in the hills, but on account of their 
raj)id sloi)e and sandy beds water is carried through these dis- 
tricts or percolates down the sands. In order to prevent water 
being wasted in this way long narrow channels are led off from 
the riv(u*s by means of whicli the river water is conveyed to the 
fields, and where iliese channels cannot be constructed water is 
im])Ounded in a series of catchment basins, which are known a*s 
the Ahars and are formed by running an embankment across the 
line of drainage and by Iwo side embankments running up the 
line of the drainage. These channels with iheir distributaries 
and rescuwoirs constiiuto a remarkably ingenious system of irri- 
gation by which rain water is stored, distributed from field to 
field, and retained in them by a network of low banks. These 
channels and embankments require to be re])aired constantly, and 
though petty repairs are done by the cultivators themselves, 
tjieir maintenance involves considerable expense; and it is general- 
ly assumed that without the system of produce rents their upkeep 
would be neglected by the landlords. There are certain facts 
which, however, point to a different conclusion, and liave to be 
taken into account. Dr, Grierson held that produce-rent system 
arose from the fact that the landlords controlled irrigation, but 
now it has been definitely established that historically there is 
no connection between the produce rents and irrigation system. 
An examination of figures of area held on produce rentis and those 
of cropped area irrigated from private sources shows that one is 
not the function of the other. In a subdivision like Auranga- 
bad in Gaya district the disparity between the two is very strik- 
ing, produce-rent area being 87 p.c. of the cropped area and per- 
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centage of area irrigated by p^n^ate sources being only 27 p.c. 
Several of these canals and channels are almost pre-historic in their 
origin, and the number o^ thof-e made in recent years is practically 
negligible. They irrigated hundreds of villages and their proper 
uj)keep requires a unity of control which has been seriously impair- 
ed by the subdivision of proprietary rigbis. As a matter of fact 
these works have already been neglected, and it has been found 
necessary to provide for their maintenciieo by new legislation, 
lly the Private Irrigation Worl.s Ad of lf/22 the rollector on 
being satisfied that an irrigation work is not being propel ly 
kept up, can call ii])on tlie person responsible for its maintenance 
to re])air it within a specified time, and in the case of the failure 
to carry out the necessary repairs within the given time, he can 
have it repaired eitlier by other persons who are benefited by the 
work or some otb^'r agency and recover the cost from the land- 
lords concerned. This measure should in due course lead to the 
majority of important systems being brought under the adminis- 
tration of the Government, and make it possible fiir them to be 
replaced by one system winked out with an eye to the district 
as a whole, and avoid the waste of water wbiidi now takes place 
on account of each system having been constructed to answ'er 
the irrigation requirements of a particular set of villages. The 
cost of maintenance of these works of course, varies according 
to the nature of channels and embankments, but is not high, 
and cannot be made a reason for charging produce rents. The 
irrigation system being under the control of the landlords gives 
them a lot of power in the rural economy of these districts, and 
it has in practice been uj^^ed to the great detriment of the inter- 
ests of the tenants. The Government has till now followed a 
very halting policy in respect of the commutation of produce 
rents, which has rendered the provisions of the Acts of 1859 and 
1885 practically negatory on that account so far as the produce- 
rent lands are concerned. The position is extremely unsatisfac- 
tory and this archaic system of land-tenure is in no small measure 
responsible for the fact. 
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The incidence of cash rents in these districts is also very 
high, and is accounted for by the fact that produce rents set a 
"standard by which aJl rents are judged. The following table 
gives the comparative figures: — 

Naino of the District. Inciflonoo of Rent per acre. 
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In Shaha.bad rents are higher than most ot the other districts 
in ]Mhar, but in Patna they are almost twice a,s high as the 
average of the rest of the province. The rents of the non- 
occupancy tenants and under-tenants are, of course, higher than 
these rents, but the land cultivated by them is not very large, 
and their position in the huid system does not call for a special 
mention. There are, however, two other cash-rent tenures 
which are of considerable importance. One of them is known 
as Ohakathi, and means temporarily commuted produce rents. 
The conversion is temporary and it is at the option of either 
party to revert to produce rent at the end of the 8tate<l period 
or at any time if this lease is not made for a definite period. 
These tenures, particularly those which are known as the 
Bemiadi, t.e., in which period is not specified, enable the oppres- 
sive landlord to enhance rents to any extent, end are being 
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used to defeat the purpose of the Tenancy Acts. The other 
tenure which is also important is the Thikadari tenure which 
is resorted to by the impecunious or easeJoving landlords, and 
is in effect a system of rent^farming. The system is the cause 
of a great deal of injustice and misery, and also gives rise to 
many complicated civil suits. If there is to be a choice of evils, 
cash rents are certainly better than produce rents, but they are 
nevertheless an evil, and their prevalence cannot but l>e regret- 
ted from the standpoint of efficiency of production or social 
justice. 

The economic forces are all working against the tenants. 
The struggle for existence is so intense, pressure of population 
so heavy, the average Eyoti holding so small, and th^ de],endence 
of the cultivators on the landlords for the means of irrigation 
so complete that the tenants have to submit to a number of 
unauthorised exactions known as Abwabs. They are known 
by different names, but are leally the price ivhich the cultiva- 
tors have to pay for being allowed to till their holdings in peace 
and without vexation on the part of the landlord or his agents. 
There are Abwabs for being allowed to sit in the office of the 
landlord, for being allowed to get up and go away, for the tour 
and fuel expenses of the landlord and for numerous other purpos- 
es. These exactions are illegal, but cannot be stopped under the 
existing economic circumstances. 

This Paper may be concluded with a general observation, 
and that of a very melancholy character. The situation in 
these districts and the rest of Bihar is, so far as the land system 
is concerned, extremely unsatisfactory, and the outlook very 
depressing. The rent-receiving class occupies a dominant posi- 
tion, but has not done anything for the improvement of agri- 
culture or the general well-being of the people. The individuals 
belonging to it being in receipt of almost an assured income are 
lacking in initiative and enterprise, and any one who has been 
in this province for some time cannot help realising the unwhole- 
some effect of the land system on the mentality or character of 
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the people. It ha.» lowered the moral tone even of the higher 
classes, and produced a. state of contentment among them which 
is not less pathetic than that of the masses even though it is 
not accompanied by a c ondition of economic distress. The apathy 
of the land-owning classes towards the development of their es- 
tates or discharge of their social obligations shows no sign of 
passing away, and even the highly educated landlords exercise 
their authority without any regard for the tenants or improve- 
ment of the rural economy in general. A few honourable excep- 
tions are, of course, there, but even they are deterrcMl from 
investing caiiital in the improvement of their land on account 
of the operation of the tenancy laws. The object of the tenancy 
legislation was to protect the cultivators from the evil effects 
of reckless competition. The tenants are leading a sheltered 
existence within certain limits, but the fact makes the use of 
the up-to-date methods of cultivation or the inauguration of im- 
jirovements which are beyond the financial c;apacity of the 
tenants almost impossible. The tenants themselves are xittorly 
helpless in face of the tremendous forces with which they have 
to deal, and there is no way of stimulating them to a higher 
level of organised effort or socially useful activity. The Agri- 
cultural Commission is of opinion that more intensive cultiva- 
tion is the only method of agricultural progress, but if the system 
of land tenure remains w^ha.t it is, there is no prospect of any 
improvement for many years to come in this province. The des- 
perate conclusion is that only the methods by which the green 
revolution has been brought about in Europe in the post-war 
years can succeed, against the accumulated resistance of un- 
enlightened selfishness, ignorance, and (M>m plicated land legisla- 
lion. The lime not being ripe for any radical change of this 
des(U’iption, we can only hope against hope that something will 
turn ii]), and in the meanwhile the stagnation of agriculture and 
the people connected with it must continue. 
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cult 11 re in Kumaon i:i carried on in terniced fields. 
Religion pjoliibifs higher caste people to }).v>rgh. The plougliin^ 
is done hy untoucii.al)les. 

Mahahcfi'^^i system is in vogue and the Padhan ])lays an 
important part in the village life. 

The pest that blasts the village life is the Paficari who in 
the hills combines with his revenue powders large poli(‘o janvers 
which he often misuses. 

The Khaihars have unjustly been denied their full j>roprietary 
rights and Sirlan.^ are debarred by cuvstoni to attain oc(‘U])an(\y 
rights. The Government can do much to better their lot. 

The New^ Settlement in Almora which aims at increasing the 
revenue by 35 per cent, without taking into consideration any 
factor, is illogical and uneconomic. 

(diangos in the laws of Succession and in the granting' of 
yaj/ahad are very necessary. Bad customs like the Dhmiti svstem 
should be suppressed. 

A more humane outlook on the part of the Government would 
solve many of the probdeins of the teeming millions who are loudly 
calling for redress of their gidevances. 


A Village in Kumaon. 

A cluster of houses round any source of water — ^be it a rivulet, 
a stream or a Naula — form a village where agriculture is carried 
on in terraced fie*lds. 
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The houses of fhe higher castes are built on best sites and 
the people of the depressed classes live on insanitary low levels. 

Each village in Kumaon forms a separate Mahal which is 
held under a separate revenue engagement, that is to say, the 
proprietors of the village are jointly and ^severally responsible for 
the total assessment. The origin of the proprietors is traced 
either to long-established hereditary occupancy; to a grant from 
the State; or to purchase from some former proprietor. Under 
the Chaiid Rajas and Gurkha Rulers all servants of the State re- 
(‘eived a giant of land by way of remuneration for their services. 

The descendants of the above-described grantees form the 
first class of landholders. A second class of landholders derive 


their title solely from long-established occupancy : this class is com- 
})osed of aborigines of the mountains, while the former consists 
almost universally of descendants of emigrants from the plains. 
A tliird class of proprietors created during the Gorkhali regime, 
are those who in consideration of receiving the proprietary title, 
have brought waste land into cultivation. The paramount pro- 
perty in the soil rests with the sovereign. In the time of the 
Rajas and Gurkhas a village was given to an astrologer, doc- 
tor, a. cook or a barber, and the cultivators in possession, what- 
ever their former status, became to all intents and purposes the 
<uilti valors of the new-comers. The administration of each Mahal 
rests with the Padhan. He is the ministerial executive officer of 


the village and is entrusted with the ccyllection of the land tax 
from his coparceners and with the supervision of their simple 
police arrangements, and he ie responsible for recording vital 
statistics of his village. He takes his cue from the Patwari, who 
is a petty Government servant. Not long ago he received Rupees 
five per month, and was originally a Village Accountant in charge 
of rent rolls, but he is now a product of Patwari school and his pay 
has been quadrupled. He is the Sarhari man on the spot, and 
by virtue of the police powers vested in him, he often behaves 
like a tyrant and can arrest on his own authority any Indian in 
his jurisdiction and to White people he is fawning and subser- 
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vient. His poor education, and low pay and the wide arbiti’ai’y 
powers that he enjoys malce it possible for him to be a parasite 
on the villagers. 

In Kumaon there are five principal classes of land: 

Tnlaon — which yieilds two crops a year. 

V praori — which yields three in two years. 

Ihujar or Ha para t — which is land on the margin of culti- 
vation. 

Han jar — waste land. 

Nayahad — which is land seciued by deforestation. 

Apart from these there is the Gvnth or Muafi land which is 
dedicated to some Temple or Gaon Sa7G(iit i hich like the “ Com- 
mons ” is ufilised as pasture land for the whole village. Irriga- 
tion is carried on by Gvl — which is a channel cut from a rivulet 
or a spring. The distribution of water from the Gul is a source 
of constant litigation and frequent feuds and breaking of heads. 

Characteristics of a Hill Village. 

The social code of the Brahmins precludes them from using 
the plough-share and the ploughing is done by untouchables, who 
are called Haliyas, The high-caste male agriculturist confines 
himself to sowing and other kindred work. (The superstition is 
that man brings better luck than female in scattering seeds.) All 
other tedious work except tillage falls to the lot of women. 

The classes engaged in agriculture are: — Hissed^irsy Kho/ikars, 
Sirtans and Haliyas. The Hused<iri or proprietary rights have 
already been explained. Khaikars are qvLSXBi-Hissedars — they were 
either original cultivating proprietors or were made Khaikar by 
a registered agreement given by the Hissedar on payment of a 
premium. The Government also creates Khaikars by conferring 
Khaikari rights on tenants who colonise Nayahad land. 

A Khaikar is a permanent tenant with a heritable but non- 
transferable right in his holding. He pays a rent fixed at settle- 
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ment which, cannot be altered until the second settlemeiit. iS/lS 
of the (!ultivable area is held by cultivating proprietors and 
Kliaikars and the remainder by Sirtans, Owi of 15/10, 9/10 is 
held by llisscdars and 1/10 by Khaihars, Khalkari is terminated 
by (1) Ejectment for non-payment of rent, (2) Voluntary relin- 
qxiishment on the part of the Khaikar, (3) Dispossession for a 
period exceeding^ six months, (4) The failure of the line of succes- 
sion. 

Dy far the most iinpoilant units are the llisscdavs. Much 
of tlie vexatious and costly litij^ation in the Hills would disap- 
pear it the Khdikars were abolished and merg'ed with the Uisse- 
dfir group. The Kkaikars are few in number, and as has been 
already said, tliey are cpiasi Iliasedar. They pay Malikana which 
is 20 per cent of the rent plus the ordinary land tax. This Mali- 
kann could be capitalised and thus the Khaihara could be absorbed 
by the JJ issedarfi. 

Sivtaus are tenants-at-will. No length of occupancy in old 
measui’ed assessed land gives a Sirtan any title to occupancy or 
Khaikari rights. The laws that govern them are highly illogical 
and they must be amended in order to biiiig them in conformity 
with justice. If Sirtans are ejected by the landlord, they can- 
not recove]* possession. They can only sue for compensation foi* 
improvement, or for illegal ejectment because eje(*tment by notice 
is unknown in the Hills. 

Settlements in the Hills. 

vSettloments are based on assumed land values and not on 
tenant rents, because rents in the Hills do not furnish any reliable 
basis and also because of the prohibitive expense in maintain- 
ing annual records — in fact for these reasons village records are 
not i)repared annually. There are two chief records maintained 
for settlement pxirpovses. One is called Pliant which is an abstract 
village record of rights and revenue roHr, and the other is called 
Muniakhih which gives each separate share in detail of fields 
with their area, soil, classification and location. 
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Benta are collected in cash m well ns in kind and thera are 
two prevalent ways: — 

(1) Koot is the cess demandable on the gross appraisement 

and is received in kind by Batai or division of pro- 
duct at harvest time. 

(2) Nagdi or money rents. 

The new Setllement in Almora started its work during the 
autumn of 1928, and it is expected to end in 3 years. It will cost 
about 6 lakhs of public funds, apart from the litigation expenses 
borne by the people. It has a large staff managed by an I.C.S., 
and a P.C.S., and an army of scribes auu subordinate officials. 
Its avowed aim is to increase tht> re/enue by 35 per cent irre- 
spective of the conditions warranting the si me. It shall not revise 
the papers, but merely follow the rule of Thumb, and thus secure 
for the Government an enhanced revenue of 35 per cent from the 
District of Almora. This principle is the negation of all just 
principles and the people are opposing it tooth and nail. The 
sensible and the economical way is to arm the Deputy Commis- 
sioner with the powers of a Settlement Officer, and give him extra 
staff, and he can realise his pound of flesh— or better still have re- 
course to “ the farming system ’’ of the Moghuls. That is what 
the Government action is tantamount to. A just settlement 
must make a new survey of the land and redress the grievances of 
the people out of whose pockets the money will flow into the 
Ti^easury. To ride rough shod over the people who ** toil and eat 
not ” is to refuse profiting from the lessons taught by world 
history. 

Peculiar Features of Succession in the Hills. 

Illegitimate sons are considered legitimate for purposes of 
succession. If a man takes another’s wife or widow and lives 
with her irrespective of the fact whether he has a wife living or 
not, the children of the illegal union succeed to the property of the 
father. The sons born in wedlock get the same share as those born 
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out oi 'Wedlock. This Dhanti system is vety oommon ia KamaoU 
among the lower classes. The offspring of the connection become 
socially equal to all members of the father’s Biradan when the 
purchase price of woman is paid off. 

Recommendations. 

A careful study of the conditions described above emboldens 
one to make the following suggestions for the favourable consider- 
ation of the Government of the United Provinces: — 

(1) Patwari should at least be a matriculate. He should be 

put on 30 — 2 — 50 rupee-grade. His Police powers 
should be curtailed. 

(2) Khiiikcir Class should be abolished by merging it with 

the IHssedars, 

(3) Sirtans should be given occupancy rights and they 

should not be ejected without notice. 

(4) The illegitimate sons should be given no share in their 

father’s property. The Dhanti system should be 
declared against Public Policy. 

(5) If possible, in the absence of male issue, the daughter 

should succeed to the property. The widow should 
be given full rights over the property in case she is 
without any issue — ^male or female. 

(6) In granting Nayahad land, due consideration should be 

paid to the interests of the villages near that land. 
Loyalty and pull of the purse should not be the only 
consideration. 

(7) The Gunth land holdings should be revised and as far 

as possible they should be re- vested in the temple. 
In the past the Pujaris by crook got the mutation in 
their names and thus cheated the temples. This 
fraud should be ended by forming a trust to manage 
these Religious Endowments. 
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(8) As regards the new setHement that is going on, strict 

orders should be issued to assess the people after 
scrutinising the papers and making necessary 
mutations. Every factor should be taken into con- 
sideration before the rent is enhanced. People who 
pay the piper have a right to call for the tune. 

(9) The agi'icultural lands within the fo::e8t called Clinks 

suffer from so many disadvantages that people have 
given up cultivating those lands. A more humane 
set of laws should be pa'^sed for these special types 
of land. 

(10) Co-operative Banks recently started in Almor^ need 
drastic changes ia their *»,onstituMeii in order to en- 
able them to render service to the people. 

The present banks are paper banks. They serve no 
purpose and are dying out. The inelastic rules and 
inefficient management must give way before the 
Banks can play any important role in the rural 
development of Almora. 

Pahari (Kumaon) Words and their English equivalents 


Bagnr or Baparat 

... Marginal land. 

Ban jar 

... Waste land. 

Biradari 

... Social circle. 

ChaJc 

Agricultural land within the 
forest. 

DliAnti 

... A kept mistress whose issues 
are considered legal. 

Gann Sanjait 

... Common land in a village. 

Gul 

... Irrigation channel. 

Gunth 

... Temjyle land. 

Haliya 

... Plougher. Hence unlouch- 

able. 

Hissedar 

... Proprietor. 
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Pahwl (Klimaon) 

Khaikar 

Root 

Mahal 

Malikana 

Mnntahhih 

Nayabad 

Naiila 

Padhan 

Pahvari 


Pliant 

Pujari 

Sirtan 

Talaon 

Upraon 


Vords and their English eqalYalents (contd,) 

... Quasi-proprietor. 

Bent in kind. 

... Revenue area. 

... Payment made by Khaikar to 
Hissedar. 

... Record describing in detail 
separate shares, soils, etc. 

.. ... Land redlaimed from forests 

for agricultural purposes. 

... Small wells. 

... Head of the village commu^ 
nity. 

...'A Government officer in the 
villages. He combines Re- 
venue with Police powers. 

Village record-of-rights. 

... Worshipper in a temple. 

. ... Tenant-at-will. 

. ... Irrigated land. 

. ... Up^land or land not possessing 

good facilities for irriga- 

tion. 



TRANSFER OF OCCUPANCY RIGHTS IN 
NORTH BIHAR 


BY 

B. B. Mukherjee, 

(t. B. B. College, Mazaffarptir 

* 

On the other side of the Ganges are the two neighbouring 
districts of Saran and Ohampaian forming part of the Tirhut 
Division of Bihar. These twcn districts dilie: materially in their 
physical as well as economic features. Saran is served by three 
important rivers, the soil is exceedingly fertile and the density 
of population is fairly high, in some thanae it is over 1,100 per 
square mile. In addition to the food crops like paddy, wheat 
maize, etc., several money crops like sugarcane, tobacco, cotton 
and potatoes are extensively grown. The cultivated area is 
82.55 p.c. and during 20 years the cultivation has expanded by 
4.5 p.c. This extension has been at the cost of pasture lands 
causing the inevitable deterioration of the breed of cattle. The 
competition for land and its higher fertility have pushed up 
rents very high. The incidence of rent for occupancy land is 
higher than in the neighbouring districts, and in this district in 
59 villages the rate of rent exceeds Bs. 11 per acre, the highest 
being Es. 21-11. The pressure of the jKipulation has brought 
about migration, both of a temporary and permanent nature, to 
other districts and ^ the neighbouring provinces, particularly 
Bengal. In the Census of 1911, 285,490 persons or about 11 p.c. 
of the total population were found to be outside the district. This 
does not however represent the correct value of temporary emi- 
gration which is at a maximum between the months of November 
and February and the Census Emigration took place after that. 

607 
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The Chaanparan IHstrict is more sparsely populated as com- 
pared to Sarau, the average density being 507 to the sq. mile. 
This accounts for the fact that 24 p.c. of the total area is under 
non-food crops as compared to 18 p.c. in the Saran District. 
Cultivation in this district is gradually expanding, large tracts 
of lands are being reclaimed from forest areas, hence the produc- 
tivity of the land is not high. 70 p.c. of the total area is under 
cultivation and the size of the holding, owing to the lack of the 
pressure of population on the soil, is very large — 5.19 
acres or times bigger than in the neighbouring district of 
Muzaffarpur and is about 5 times that in Saran where it is 1.41 
acres. The average size of a plot is .871 acre, much larger than 
the average plot in Saran, which is only .28 acre. The agricul- 
tural resources have not yet been sufficiently developed and there 
is little or almost no competition for land, hence the rate of rent 
is very low. The highest rate does not exceed Rs. 2-11-3 per acre 
for occupancy ryots, while the lowest is Rs. 1-10-2. There is 
little or almost no emigraiion, while a large numl)er of immigrants 
have come from the neighbouring districts; these immigrants form 
about 6 per cent of the total population. 

In spite of these wide divergences, the two districts have 
several points of similarity. In*both, the occupancy ryot plays 
a very important part. In Saran 84.10 per cent of the occupied 
area is in the possession of occupancy ryots, while in Champaran 
it is about 83 per cent. 

This result is mainly due to the security of tenure and fixity 
of title given by the Settlement operations. The importance of 
this will be realised from what Sir William Hunter wrote in 1876 
in his Statistical Account of Champaran: — * ‘Hardly any land in 
Champaran is held by tenants with a right of occupancy under 
Act X of 1869.*^ 

The preponderance of mortgages to sale in the transfer of 
occupancy rights in both the districts is also a striking feature.. 
In Saran the total area of occupancy holdings alienated by sale 
or mortgage during 1911-1921 amounts to about 12 per cent 
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the axeSi held by ryots. In Chi'mparaai the area transfeired by 
sale is one-third of the area alienate<l by mortgage, while 
it is one-sixth in Saran. Tlie following table gives a com- 
parative estimate of the relative proportion of transfer by sale or 
mortgage : 


Area of Vil • 
Name of Disiriefc. lages enquir- 
ed into. 

No. of Oocu- 
pancy Tlold- 
ings in the 
Village. 

No. of Tiansfers. 

By Sale. 

gage. 

Total. 

Saran ... 939,699 

60S,066 

1,920 

9b, ^i3 

96,233 

Chatnparan ... 999,777 

‘264,346 

4393 

14,497 

18,890 

!From this, it will appear that out of 

16 1 cr V 

exit of the number 


of tranwsfers of occnipancy holdings in the village, al>out 97 per 
cent was by mortgage, the corresponding percentage for Champa^ 
ran being 77 per cent. These mortgages are mostly of the usu- 
fructuary type, by which the mortgag'ee is placed in possession of 
the land and is entitled to the produce by way of interest. The 
mortgagor is in many ceases allowed to cultivate it, on paying to 
the mortgagee one-half of the produce or any other stipulated 
amount. The main cause of this preponderance of mortgages 
is that under the Bengal Tenancy Act, no transfer of occupancy 
land by sale is voted till the consent of the landlord is obtained. 
The sanction of the landlord has to be obtained at times at heavy 
cost on payment of a large amount as Salami, or in many cases 
it is almost unobtainable. The Calcutta High Court Indian 
Law Reports, Calcutta, 1897, p. 355, heild that — in the absence 
of any custom to the contrary, occupancy rights are not saleable 
without the consent of the landlord/' This difficulty has indiu‘.<^ 
the ryots to part with their. lands by mortgage as the transferee 
by mortgage is not in the clutches of the landlord in the sam^ 
way as the purchaser. The rent receipt is issued in the name of 
the ryot and the mortgagee cannot easily be dislodged from his 
IK>sition by ihe landlord. For this advantage the mortgagee has 
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tp pay a higher rate per acre than the purchaser, as the following 
table will show: — 

Transfer of Occupancy Bights 


Name of Thana in 
District Baran- 

Rate per acre for Sale. 

Rate per acre for 
Mortgage. 


Us. 

Rs. 

Siwan 

167 

164 

Basantpur ...' 

186 

200 

Parsa 

184 

208 


This feature of the landlord’s right has given rise to a further 
evil. Not only is the transfer of occupancy rights increasing. #very 
year but land is passing out of the hands of ryots swelling the 
number of landless labourers which is 13 per cent in ChaiSpatrlSi 
and is being concentrated in the hands of a few professional money- 
lenders and lawyers. This is fraught with the greatest dangers 
for the social organism, and is likely to bring about a social re- 
volution in the near future, unless checked in time. 

In the neighbouring district of Muzaftarpui* where the custom 
of transfer by sale has been successfully established in many parts 
and the consent of the landlord is not insisted upon, the projwr- 
tion of mortgage to sale is not so disproportionately high and the 
tendency of land passing to the hands of moneylenders and other 
non-agri^lturists is not so prominent. 

This is further supported by the fact that in the Mirganj 
Thana of Saran where the restrictions on the transfer of land 
imposed by the landlord are very stringent, the total area trans- 
ferred by sale was only 34 acres as compared to 2,607 acres tmns- 
ferred by mortgage. As a natural consequence of this, the per- 
centage of transfer to non-agriculturists (landlords and money- 
lenders) is about 32 per cent and one can well imagine the serin 
ousness of this tendency when one finds that in this Thana 85.59 
per cent of the total occupied area is occupied by occupancy ryots. 
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The following table gives an idea of the seriousness of this 

evil ; 


District. number I’crcentogc of Transfers to Total Transfers In 

of '1 rnnsfcrs. 

Landlnrils. Lawyers. Moneylenders, llyids. 
«»>■*" !io.ai?3 6-H 09 0-.3 83-'.) 

Ohampaian ... |H, 89 o B O'g 34-1 5? 

> The moneylenders here inelude those who do not carry on 
agriculture along with thi“ir main ousinoss of moneylending. This 
lehdency ha.s become very prominent during the last 2' years. 
During this j^eriod, transfers by sal.' to meneylender.s increased 
from 9.35 per cent to 22.95 per c-nt wbi’e the mortgage.s ro^e 
from 9.35 to 29.}Mi ])er cent and the transfer by sale to ryois fell 
froth. 83‘.9t) per cert to 71.55 per een. and t mortgages fell from 
'”83.911 to 04.50 per (-eiit in Ohamparan. 

r, 

" ^Another reuse of the prepoiiclerePce of iion-agTiriilturisi 
trausfei ees is Ihe pj eel ire of farming out lend. The llrihadar'i 
tenure was a nerf'ssity at one lime wlien the distrirt had to Ix' 
opened up. By it a iiei.son takes uj) llie fhihi of a village for a 
period of years, usually 12, and agrees to pay a rertain stipulated 
i«rum to the landlord. During his penod of tenure he has neither 
the time nor the inclination to etfert agrirultiiral improvements, 
and after the period is over and when the fhika i.s revised, invari- 
ably the landloi'd demands a highe} amount from the ihikadai. 
This increase is ultimately borne hy the ryots who have to pa>' 
it either in the shape of a higher rent or in the foi*m of illegal 
taies or ahudhs. The result therefore is that after evi^ry twelve 
years a great disturbance to agriculture takes place, and this 
necessarily reduces the profits of cultivation, Ihus rendering it 
eas^ for the moneylender to get it. 

Thus we find that the landlord’s insistence on hi.s con.seut 
for the transfer of occupancy holdings and the practice of farming 
"^have together caused the land to pass into the haiuls of npn- 
agricultural classes. The best method of counteracting this g^Av- 
Jng evil is to take away the power of sanctioning the transfer of 
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occupancy rights from the landlord and to transfer it to an im- 
partial agency, say the Eevenue Officer, so as to ensure that trans- 
fers are made only in extreme urgency and that the land does not 
pass out of the hands of honn fide agriculturists. In short. North 
Bihar today is in need of a I^nd Alienation Act. The landlord 
enjpys ihe privilege of choosing his tenant and this privilege 
carries a very high money value in the form of Salami or bonus, 
and this tends to make it impossible for the ryot to purchase lands 
by sale, thus forcing all lands into the hands of Mohajans, 

The Punjab was at one time faced with this problem and i1 
solved it by enacting that in causes of the permanent alienation of 
land by all agriculturist to a non-agriculturist the sanction of a 
Revenue Officer was necessary, while there was no restriction for 
such transfers where both the parties were honn fide agricultur- 
ists.! It is true that the administration of this Act is not easy, 
in view of ihe fact that moneylenders are also part-time agricultur- 
ists, but what the Punjab has done. North Bihar may also do. 
Hero these restrictions must be made applicable to the usufruc- 
tuary mortgages also which are, from the first, a virtual transfer 
and not a mere mortgage. This restriction may result in a 
lowering of the price of agricultural land and in the contraction of 
the Iwrrowing capacity of the ryot, hut it is to be expected that 
ill is will act as a substantial and effective check on his extravag- 
ance and improvidence. With the exymmsion of Co-operative 
So(’ieties, the ryot will not suffer owdng to this contraction of 
borrowing facilities and this passing of land into the hands of 
professional moneylenders may be checked. 



MARKETING OF JUTE IN CALCUTTA 


BY 

H. SiNPA, 

Calcutta fhti ^'e rs i tj/ 


SUMMAHY 

In this Paper some aspects of ilie nmrkeiiu^' of juie in 
Calcutta have beeii described, mainly from the information per- 
sonally collected by the writer. The Paper has been divided into 
three sections. 

In the first part, there is a description of the four principal 
classes of markets foi raw jute : — 

(a) Amts or indigenous markets for loose jute, viz^. Hat- 
khola, Phulbagan, Chitpore, Bagbazar, Shyambazar, 
Ultadanga and Cossipore, their methods, charges, and 
other details; 

(h) the market for Jmtcha bales, their method of packing, 
grading, sale, purcjifese, etc. ; 

(c) the market for pvcca bales, with similar details; 

(d) Baras or speculative markets, their method of work and 

recent reforms. 

In the second part of the Paper, there is a description of the 
fallowing principal Commercial Associations for raw jute: — 

(1) the Hatkhola Banijya Hitaishini Sabha concerned with 

loose jute; 

(2) the Indian Jute Mills Association concerned with 

kutcha bales; 

(3) the Calcutta Baled Jute Association concerned with 

pucca bales ; 

(4) the East India Jute Association dealing in jute futures ; 

618 
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(5) the Calcutta Baled Jute Shippers’ Association (of ex- 
porters of pm:ca bales); 

(G) the Calcutta Jute Dealers’ Association (of European 
dealers and brokers of kufcha bales) ; 

(7) the Jute Balers’ Association; 

(8) the Jute and (junny Brokers, Ltd.; 

(9) the Bengal Jute Dealers’ Asvsociatioii 

(of Indian baleis, shippers, dealers and brokers of 
raw jute). 

In the third part, some prominent features of the jute trade 
hate been described, such as, changes in the volume and direc- 
tion of export trade, domestic trade with mills, fluctuation in pro- 
duction and prices, etc. The change in prices due to the change 
in the purchasing power of money has been allowed for, and 
the caiiscvS of the extreme variations have been noted. The Paper 
is concluded with a plea for a better and a more efficient market- 
ing organisation so as to secure to the ryot the legitimate fruits 
of liis labour. 


The literature on the marketing of jute is not extensive. 
The earliest and the movst .systematic description ivS to be found 
in the Beport of the Jute Commission of 1873. There have been 
other accounts, which have given more up-to-date details, but 
these are meagre and not seldom inaccurate. An attempt has 
been made below to give a description, not based on second-hand 
materials of this nature, but on information gleaned and verified 
by personal interview's with leading jute merchants and also from 
replies to questionnaires issued for the purpose. 

CALCUTTA THE CHIEF MARKET FOR JUTE 

The most important market for jiite is Calcutta, not only 
because of the jute mills there, but also because of exports from 
the port. This fact is quite well-known. But in a thesis recently 
approved for the D.Sc. degree of the London University, an emi- 
nent authority, who has sougiit to make amends for the ignor- 
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ance of rural economies on tlie part of the intelligentsia of 
Bengal/^ there are the following astounding statements: — 

The fibre to he ey ported to Europe is pressed in by 
hydraulic presses into pncca bales, weighing 5 
maunds,^ which are as hard as stones, and which are 
generally sent to Chittagong via Chandpur and whence 
to Europe. The kutcha bales originally intended for 
use in Calcutta are sometimes lebaled inio pucca bales 
for export to Europe.'^ 

How these statements are borne out by facts will ai^p^^ar fioin 
the following statistics : — 


Vi>ar. 



Expuifc oi o ate I i 
tiiioiiBand tons 
from Bengal. 

Kxport of iti 

thousand tens 
from (Jiilciitta. 




467 

4B7 

1923-33 


... 

676 

663 

1923-34 


... 

6b9 

636 

1924-25 

• »« 


691 

661 

1935-36 

• •• 


641 

616 

1936-27 



706 

677 

1937-38 

... 


890 

851 


SYSTEMS OF TKANSrOET TO CALCUTIW 

Of the total quantity despatched to (^ilcutta alx)ut 50 per cent 
is received through railways, 45 per cejit through steam vessels, 
4 per cent through country boats and 1 per cent through carts. 
Fifty years ago, however, about 45 per cent was received througli 
country boats, 35 per cent through railways, l^i per cent through 
steam vessels and 8 per cent through charts. Country boats are 
being gradually ousted, while carls have practically disappear- 
ed, no separate statistics being available after the season 1922- 


1 The weight is in fact 400 lbs. net, exclusive of the tare allowance of 5 Ihs. 
See post. There are three different maunds principally in use in Bengal j 
(a) Standard or Railway or Indian, weighing 82 lbs. 4 oz. 9 dr.; (b) Factory, 
weighing 74 lbs. 10 oz. 11 dr. ; (c) Bazaar, 82 lbs. 2 oz. 2 dr. It will be noticed 
that none of them weigh 80 lbs. 
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23. The reason is nut far io seek. Apart from the cost and delay 
involved in tlie i)ic*liires(iiie hut antiquated methods of transport, 
tliere has been a ( onsiderable change in the method of marketing' 
jiiie in the mofiissil. Trade has now become so vast that a num- 
ber of agency houses have been set up in the mofussil, some 
provicfed with the most up-to-date api)lianees, where jute is bulk- 
ed, graded and then sent to Calcutta. Units have become much 
too big for country boats or for carts. 


PART I 

DESdtlPTloX i)V CALCUTTA MARKETS 

It is difficult to describe this vast trade in all its phases with- 
in the limits of a short paper. In its three parts, the subject has 
b(‘en studied in only three of its aspects, riz.: — 

(1) a description of the four })rincipal classes of markets 

for raw jute in Calcutta, viz.y markets for loose jute, 
markets for kutcha bales, markets for [Hicca bales 
and speculative markets; 

(2) a description of the nine principal Commercial associa- 

tions for raw jute; 

(3) a description of some prominent features of the trade. 

Jt will be noticed that mofussil marketing has been entirely 
left out. This subject however is so obscure and so interesting 
that it is proposed to write another paper exclusively on this. 

INDIGENOUS MARKETS FOR LOOSE JUTE 

Of the total quantity of jute imported into Calcutta, about 
one-fifth is received as loose jute^ in the various indigenous 


2 In this IS included what are called assorted hojhaff, that is to say, bundles 
of graded jute not done up in bales. 
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markets. These are railed a rats, aud there are seven of them at 
present : — 

(1) Hatkhola, dejjGn^ partly in Northern jute (grown in 

the tracts oi' high lands watered piinci pally by the 
Brahmaputra and tlie (hinges in the districts of 
Hajshahi, Jalpaiguri, Jlogra, Bangpur, etc.), partly 
in Eastern jute (grown in the east ex n (^ivstricts of 
Bengal such as Myinen^ingh, Dacca, Tipperalu, eh*.) 
and partly in West ua) jute fiom districts like Pur- 
neah. flute frinu Sirjjgnnge and Pabna and also 
(htisve jute gro\ui on IngL luiids in tiie neighbour- 
hood of C^ilcutta au* also tc* be found in this market. 

(2) IMiulbngan, dealing mostly in Noidhern and W’^estern 

jute and also jute from Easier., districts and Mur- 
sliidabad, 

in) ('hitpoie, dealing in jiiie from dessoie, Nortliern and 
EasteiT' Bengal. 

(1) Bagbazai , dealing in jnie fiom tin* borderland between 
Nadia and Faridjnir d’shicts, in Maslern jutf* and 
to a smaller extent in Northefn jute. % 

(5) vShyambazar, including Pati])ukur, (hailing principally 
in (laisce jute (grown on high lands in the neigh- 
bourh(K3d of (Calcutta). 

(()) lUtadanga, dealing mostly in Madaripur jute (grown 
in the district of Faridjiur and the contiguous por- 
tion of the Nadia, and dessore districts). ^ 

(T) (k)ssipore, dealing in all kinds of jute, with Northern 
and Western jute ])redominating. 

5 Madaripur jute had a bad nanic in the market. Recently however the 
quality baa improved and fraudulent watering baa practically disappeared. This 
jute is now mixed up with other jutes for sale to mills and for export. This 
market is thus of diminishing importance. 
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DIIi'FP^RENCES IN METHOD 

Not only are dilferent kinds of jute to be found in this way 
in the different markets, there are also other points of dift'etence. 
Thus in Phulba-fyan, payment is to be made by the buyer within 
eif^ht days of delivery, but in Hatkhola and Bag:bazar only five 
days are ‘allowed and in Shyambazar, including Patipukur, only 
tliree days. The various customary deductions are also different. 
For instance in Pagbazar, the dhalta oi' so-called drying allow- 
an(*e^ is ] seer^ for each weighment, which must be given free 
to llie ])uyer by the seller, whereas there is no dhnJta in some 
other markets like Hatkhola and Phulbagan. 

THE (HKSSIPORE MARKET 

In si)iti> of these differences, however, the metho<l of buying 
and selling is much the same in all the markets, except Cossi- 
])ore.6 Strictly speaking, Cossipore is no oral at all, seeing that 
there is no godowii. But there is araUhiri business, that is, com- 
mission agency, foi* receiving the steamer and railway receipts 
from heparis or smaller mofussil merchants, for sale of jute on 
theii' behalf and on their account. No godown need be kept, for 
the railway company doevS not charge any demurrage for storage 
uj) to three days in its extensive godowns and the buyer is per- 
mitted to inspect the jute in the railway godown. The price is 
hoAvever fixed there only provisionally, for a considerable haft a 
or discount ha^j sometimes to be allo^ved to the buyer after the 
delivery of the jute to the press house named by him, whenever 

4 The (Ihalia has to be allowed even if the jute is quite dry. 

5 One bazar seer current in Calcutta is equivalent to 80 tolas of 180 grains 
each, or 2.058 lbs. 

6 The peculiar features of this market are due to the inventive genius of 
Mr. Jewaninal Bcngani, the founder of the notorious phatka market for specu- 
lative dealing in jute. See post. He was a remarkable man. Beginning life 
in 1894 as a humble employee in a Bengali baling firm, he came to dominate 
the jute market in Calcutta within ten years. 
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there is a dispute that the who^le of the consi^ment is not accord- 
ing lo the sampile shown. Not only this, a considerable dhnlta, 
amounting to 1 seer^ yev hale of 3i mds. and ^ eeer per bale of 
1 J nids. has now become customary, although it is not obligatory 
to make this alh'v.ance. 


OTHER MARKETS 

In other markets, the meihod is aliogi^ther diFercnt. Eachi 
market has a uuml)er ot‘ (irnt<lar.^\ who have one or more arata or 
godowiis ea('h. Jlacli (Jraidar is a tjader on hi:; own aeci)UTit and 
also a commission agent on behalf of mcfiissil merchants or heparis. 
In other w^oids, the jute received by him may be his cvn, pui- 
ehased by his own niofussil agencies on his ovm beluilf, or it may 
be simply sent to him to be sold in Calcutta on behalf of others. 
The latter however frequently receive advances from the arafdar, 
bearing interest at the rate of 12 per cent per annum, with the 
added obligation (but not enforceable at law) of effe<*ling sales 
througli the advancing arafdar.^ If any freight is payable on 

7 Unless otherwise mentioned, <he seer and the inainid are to be taken as 
the Bazaar see’* and the Bazaar maund. 

8 In the romantic days of old, when consignments of jiite were received 
mainly through boats, the araidars sent out their men called hhalagastis, osten- 
sibly to take charge of the jute and pay the prescribed river dues, but really to 
seize the consignmenls in respect of which advances might have been made by 
the aratdars. In the words of the report of the Jute Commission (1873), “ recus- 
ancy on the part of the consigners or of their supercargoes leads to quarrels and 
appeal to the police.” 

In some part of the mofussil, jute advances are made on bonds called satta 
pa Iran, running somevdiat as follows : — 

“ I do execute this satta patra in I do hereby take 

loan of Rs from you as advance for the supply of jute. I do stipulate 

to take back this satta patra after realisation of the full amount by means of 

dertvering on at once and in one measure the total quantity of jute 

as shown above at per maund. If I deliver that jute gradually instead 

of at once and in one and the' same measure, 1 will cause the same, whenever 
any quantity of it will be delivered by me, to be entered on the back of this 
satta patra and credited to iny account. I do agree by this satta patra that if 
T fail to deliver that jute according to its terms, I will pay the full amount of 
advance together with the damages for any loss that you would incur, at the 
rate at which the other mahajans would sell their jute in that year. I do further 
Bgre® by this satta patra that if T produce any other proof or receipt except the 
entry on the back of this instrument, it will he null and void.” 

F. 33 
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the jute, that is met by the aratdar^ and delivery obtained from 
the steiim ves^iel or railway concerned. Out-of-pocket expenses 
like these, such as freight, cart and cooly hire to the godown are 
charged to the heparl or mofussil merchant, when the account sale 
is finally rendered to him. In the meantime an advance is made 
to him on account, up to an agreed percentage, the money being 
paid either to a local representative of the he pari, or sent by re- 
gistered and insured post, or made over to an indigenous banker 
ih satisfaction of the hundi discounted with that banker by the 
mofussil agency. Two ty])e8 of hundi a are used in this connec- 
tion, the darsnni hundis or demand bills and the mudchti hundis 
or usance bills. Some of these are quite curious documents, not 
conforming to any of the usual forms. During the busy season, 
when there is a great demand for discounting such hundis in the 
mofussil, the hundi or commission charged varies from As. 6 to 
As. 8 per Rs. lOO on a darnani hundi. In the case of a muddali 
luindi, an additional amount is charged by way of discount for 
the period of the currency of the bill. These hundis are in every 
case clean hills; tlie relative documents of title in jute, z.c., the 
steamer or the railway receipts, are invai iably sent to the aratdars 
direct. 


COMMISSION AND OTHER CHARGES 


There are two systems of commission and other charges, one 
followed by non-Bengali aratdars and the other by Bengali 
aratdars. The former have a flat rate of 6 annas per maund lufchn 
and 7 allna^s per maund pncca, the first signifying that there is 
no liability on the part of the arafdar, if there is a default in the 
payment of purchase money by the buyer, whereas the second 
signifies that the arafdar accepts full liability for payment. 

Such a bond is not however made out when loans are received from a 
Calcutta amtdar, who can only exercise a moral pressure by persuading other 
aratjlars not to sell jute in respect of which he may have made advances, through 
their Association called the Hathhola Banijya Hitaishini Sahha (literally the asso- 
ciation for the promotion trade in Hatkhola). See post. 
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Bengali aratdars have however only the pucca arrangement, they do 
not have an all-in rate, and charge 4 as. per luaniid for themselves 
in addition to the follow* ing : — 

Tohoor^i Jcahari, a varying allowance for puyiueni to clerks 
and other employees of the aratdar; 

Dasiuriy a customary allowance, which also varies. 

Chainpadari y an allowance for men who put tlie (ijiims (d Jute 
on to the s(!ales, usually at 12 as. per iOO mauiids. 

Kayali (for w^iglnnent), and 1 '’J'Iicm' two are usual iy ciiar^td at 
Jachandari (for assortnent) 3 4as <5p, per lOC inaunds. 

Over and above these, the following charges are levied both 
by Bengali and non-Bengab’ arctdarjii — 

Godown lent — at As. 8 a day on 100 drums of about 1 md. 
ea(di ; at As. 12 a day on KM' small bales about IJ mds. 
each; at E.s. 1-8 a day on KM) big bales about mds. 
each. 

Insurance — at li to 8 ])ies per luaund for the eiiiire period of 
storage. 

J)(il(ilp or Brokerage jiaid lo ihe buyer^s broker Qr, 8 jiies per 

ind. 

Ojau or weighinenl fee also paid to tlie buyer's broker 

or representative Qr 4 as. per 100 mds. 

Cashier}) or cashieCs charges paid to the buyer's firm @ 
Ks. 1-2-0 for every Rs. 1,0(M) of sale amount. 

Jalpani or gratuity paid to the buyer's firm @ 4 as. for every 
100 maunds. 

Tripnl hhara or tarpaulin hire for luotecling jute from the 
rains Qi 3 as. per piece. 

9 SimietiDies, however, the two items Dafali and Ojan Sarkari are lumped 
together and shown as a single item. 
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CHABGES FIFTY YEARS AGO 


How the ])ieseiit charges compare with the charges fifty years 
ago will appear from the fallowing table of charges current in 
1873: — 


In Cash 

Ageii(‘y (‘ommissioii per mannd 

Rent per maiiiid for the entire period of storage 

Weigliment per 100 maunds ... 

Coolies for removing from carts 
,, ,, placing on scales 

,, ,, removing from carts to godown 

Tallyman 

Brokerage to biiyer^s broker ... 

Assortment fee on each cart load 


As. P. 
1 0 
0 310 
2 0 
6 0 
3 0 
0 9 
0 3 
0 3 
0 9 


In Kind 

Assortment — seers for every 100 nids. 

Brokerage — } seer per drum of about 1 md. 

Religious observance — 3^] seers for every 100 mds. 

Weigh man — 3f seers for every 100 mds. 

Ill those days, the time for the payment of purchase money 
varied from 3 days to one mouth, and becauvse the aratdars had 
this additional liability from which their successors are now free, 
they should chai'ge less than before. It should be remembered 
however that the pri(!e of jute was then only about Rs. 3-8-0 a 
niauiid and the present charges cannot in view of ibis be considered 
excessive. 


10 Non -Bengali aratdars^ who were then very few in number, charged Bs. 10 
to Eb. 35 a month for each godown according to its size. 
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METHOD OF SALE 

The method of effecting Sides has remained much the same 
tl) rough all these years. The buyer calls at the arai accompanied 
by his broker or dalaJ. Tlie hechwal or the salesman of the 
aratdar shows them different sampl'^s. When a particular samp*le/ 
is approved, the aiafdffr and tlie dahd join their hands together 
under the cover of a piece of rdoth, generally the chador on the 
X)erson of the awid.ar. The nraidar writes with his finger the 
anna portion of the jirice x)er riaund of the jute ajjiroved, on the 
palm of the dalnl, wlio sliakes his head in ’’isapproval, so long as 
ilie price is no! accej)ta]>lo to liiiii. '^'hi • process goes oo till the 

bargain is completed, when the dulnl strikes the hano of the 

aratdar and the (!olh is removed The bu^ci* is in most cases a 

baler, who takes the ^ut"' to a press house for being carefully 

assorted and made into pycva. bales for export. Occasionally, 
however, mills also buy loose jute in this way. 

PBESEi^T TENDENCIES AND THE FTTTHBE 

What IS the future of this arafd^ri business? Two 
tendencies are noticeable. One is the gradual replacement of 
Bengalis by non-Bengalis, the proportion of Bengali arafdars being 
now reduced to about 30 per cent. The second is that the volume 
of jute passing through the arafa is not increasing pari pai^sn with 
the total volume of jute pi’oduced. The araf<i for some other crops 
like seeds have prr.ctically disappeared, the reduce being delivered 
directly to the Kidderpore dock or to the Howrah railway station. 

11 This curious system prevails also in other parts of India. See the Report 
of the Manpfo Marketing Coinmittee published by the Government of Bombay. 
The practice might have owed its origin to the desire on the part of the aratdar 
to cheat his mofussil constituent. But it is exlremely doubtful if it is possible 
t'> do so, in the face of the present keen competition. The writer was allowed 
access to the books of a Bengali aratdar, who has now retired from business. Tn 
every case the price obtained from the buyer was credited to the mofussil trader 
less the usual charges. 
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Will tliia be the fate of the picturesque jute arats also? So long 
as jute is grown in small holdings, so long as it cannot be properly 
bulked, graded and baled in the producing area itself, it must be 
sent to an araf. Whether it will be sent to a mofussil arat, or to 
a Calcutta omt, will depend on the financing, storage and other 
facilities offered at the two places. 

KTTTCHA BALES 

The second class of jute airiving in Calcutta is received 
directly into mills in the form of what are known as kufcha bales. 
Tliere is no satisfactory definition of such bales. On the 12th of 
June, 1908, a notification under Section 40 of the Licensed Ware- 
houses and Fire Brigiide Act, 1893 (Bengal Act I of 1893), was 
issued by the Municipal Department declaring any building in 
Calcutta, which is used for storing jute in kniclia bales, to be a 
warehouse within the meaning of the Act. But a prosecution in 
the Police Court failed, owing fo a point having been raised as 
to what was intended by the expression jute in kufcha bales. 
After some correspondence and discussion, the Bengal Chamber 
of Commerce ultimately adopted the following definition, 
namely : — 

‘‘ A kvfrha bale of jute is a bale which usually contains not 
more than 4 maunds of jute, and which may vary in density from 
75 cubic feet to 130 cubic feet per 2,240 Ibs.’’^ 

Even this definition does not carry us far. The cariying 
companies recognise three different kinds of bales and have laid 
down the following sliding scale of rebates allowed on freights 
for jute bales, according to the lightness of packing: — 

(1) on bales of 4 maunds each, rebate of 22^ per cent. 

(2) on bales of 3^ maunds each, rebate of 20 per cent. 

(3) on bales of maunds each, rebate of 20 per cent.^^ 

12 See fhe AmiuaJ Beport of the Calcutta Baled Jute Association Iromf Jsi 
August, lUOS, to 31st July, 1909. 

13 The rebate allowed on pucca bales is 25 per cent. 
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The first type of bales are packed only by Messrs. Ralli 
Bros. — the biggest traders in jutew The setjond and the third are 
the usual forms of packing, their prescribed volumes being 13-5 
cubic feet and 5*88 cubic feet respectively. Kutcha bales are 
therefore not so hard pressed as pttcca bales which have a volume 
of about 10*4 cubic feet for ever^' 400 lbs. There is another 
difi'erence also. No portion of the jute is cut off for kutclui baling, 
the hard roots at the bottom and tht sticky portion at the top 
being all retained. There are ditlereiit marks of different balers, 
who sell on the guarantee of their marks. These are mastly 
European firms. Some standard? of assortment have also been 
laid down for the grading ol kutcha bales Thus at a meeting of 
the (Calcutta Jute Dealers’ Assocbitiom'^' held on January 27, 1927, 
the following standards for the season 102'4-2S^^ wfere laid down: — 


Grade. 

Hessian Warp.^’ Good Sacking Warp.*" 

Cuttings.' 


© 

o 

20% 


70% 

30% 

4’s 

40% 

60% 


R’s or Bejectioiis^o to be sliaiglit morahed^^ but without any 
guarantee ; 

T. E.’s or Terrible Hejeciions to include everything below' 
R’s. 


14 For an account of thia association, see post, 

15 The jute season begins on .luly 1, and ends on June 30, in the next year. 
Thus 1927-28 means July 1, 1927, to June 30, 1928. 

16 1’s containing 100 jier cent hessian ^arp (see below) are practically un- 
known m the hutcha bales market, as the finest jute is always made up into 
pvcca bales and exfwrted. During the war when the export was restricted, I’s 
were occasionally found in Icutcha bales market. 

17 i.e., fibre suitable for use as warp threads for weaving hessians or the 
finest jute manufactures. 

18 fibre suitable for use as warp thread for gunnies or coarse jute manu- 
factures made into bags. 

19 i.e.y the portions which must he cut off from the top and the bottom 
order to make the fibre uniform. In America these are known as Butts, 
portion of the cuttings may be used as sacking warp or weft but the rest has 
to be utilised only for paper making. 

20 i.e., mainly jute which is either damaged, barky or knotty. 

21 i.e.t ftdded or twisted at the head and at the bottom. 


> 5 ' 
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Unfortunately, these percentages are not strictly adhered to 
by all. There is further confusion on account of sub-groups, 
under 2’s we may Iia\e 2’s green, 2^s red, and 2^8 ordinary with 
slight variations; under 4’s we may have good 4^s, 4’s ordinary 
and X 4^8 ; under It’s we may have R’s, X R^s, T.R.’s, B.T.R. s 
(Bad Terrible Rejections), lI.J.R/s {Ilahi Jahi or Miscellaneous 
Rejections) and so on. Not only this, the same standard may 
not be observed year by year. The 2^s ot a year of high prices 
may be inferior to the 2’s of a year of low prices. As a matter 
of fact, the Indian Jute Mills Association suggested to the 
Calcutta Jute Dealers’ Association in their letter No. 562, dated 
September 10, 1926, that the existing marks were to go up one 
grade, namely: — 

Present packing— 4\s, R’s, T.R.’s, B.T.R.’s. 

Next year’s packing — JPs, 4’s, R’s, T.R.’s. 

The present standards are: — 

2’s ... 80 per cent for canvas, etc. 

2\s ... 20 per cent for hessian waip, weft and cuitings. 

3’s ... 80 per cent for hessian warp. 

3’s ... 20 per cent for hessian weft and cuttings. 

4’s ... 30 per cent for hessian weft. 

4’s ... 70 per cent for sacking, warp and cuttings. 

To make the confusion worse, even during the same season, the 
same qualities may not be maintained throughout. During the 
early part of the season, jute retains its whiteness, gloss and 
strength. But as the season advances, the same jute becomes 
brownish, coarse and weak, specially if it was not packed in a per- 
fectly dry condition. Various suggestions have been made from 
time to time to secure uniformity, e,g,, to indicate qualities by letters 
which will admit of a more exact class ification22 or by numbers 
assigning definite marks for {a) strength, {b) length, (c) colour, 


22 See Supplement to the Indian Trade Journal for April 30, 1926, p. 3. 



AtARtoflJjG OF JUTE tN dALCXJfTA 

(rf) gloss, freedom from dii: and sticks, etc.^^ These suggfes- 
tipns have however not been accepted by trade. 

METHODS OF MILL ?TTR(HTASES 

The pnrchasc of hufchn bales by the Indian jnte mills is 
eft'ecled in one of the following several ways: — 

1. The most usual method is i«) buy from baling firms in 
ilie mofussil, gene‘ally in for»»"ard contnuds of a 
montii or more, in quantities ranging from bOO to 
25,000 kutrha bales, the pri.e quoted being for a 
Bazar mannd. Theie about fifty such firms, 
twenty European and rhirtv Indian. Of tb^ latter 
about ten have as (onefiil baling as European firms. 
All of these sell through brokeis and pay them a 
(‘oniinission of 1 per cent to 1] per cent. There are 
two classes ^)f contracts: — 

(a) direct and (/>) principal or underwritten. 24 

In the first class of <*ontra(‘ts, the broker has no liability 
whatsoever. He acts simply on behalf of the buy- 
ers liis commission being geneially 1 per cent. In 
the second class of contracts, he is liable for the due 
jjerformance of the contra'd, and his commission is 
usually higher, viz., IJ per cent. It is clear that 
contracts of the first class are entered into only with 
first-class firms, who receive the full price, as soon 
a^^ the steamer receipt is delivered to the purchasing 
mill. Any difference due to short weight, etc., is 

23 See N. C. Chaiidluiri’s Jnte m Bengal (1921), pp. 1(59170. 

24 A distinction is soinetinies made between these two types of contract. 
Strictly speaking, a principal contract is a contract in which the broker acts 
on behalf of an undisclosed principal. If the principal remains unnamed, the 
broker has to accept liability, and the contract becomes an underwritten con- 
tract. Even if the principal’s name is given out, the broker has very often to 
shoulder the liability. Hence whatever the theory may be, there is not much 
of difference between principal and underwritten contracts. 

F. 34 ' 
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adjusted later by means of a debit note. In the case 
of the second class of contracts, about 90 per cent of 
ihe value is paid when ihe steamer receipt is handed 
to Ihe mill. 25 The remainder is paid after the jute 
is landed, weighed and compared with the standard 
set out in the contract. If there is any dispute, it 
is lef erred to arbitrators ai)pointed by the Bengal 
(diambei' of Commerce according to the terms of the 
contract. 

2. The less important baling firms do not sell directly to 
mills but in the name of brokers, who carry the deal 
throug’h entirely on thc'ir own account and it is ru- 
moured that some of tlicm pay less to the balers 
than the amount received from the mills. 

d. Some fii-ms agiUn pack their jute under the supervision 
of the representative of a broker, who allows his 
“ mark ” to be used in (‘onsideration of a fee of 4 
annas per inaiind and then sell the bales to the mills. 

4. A few brokers have now set up their own mofussil 
agencies and supply their own jute to the mills. 

T). Sometimes the mills buy loose jute in small lots from 
persons known to them who ])uy it either in the 
0 /Y//.V described above, oi local daisce jute in the mill 
area itself, or from the mofussil. ^ 


PIKTIA BALES 

It has already been mentioned that a portion of the jute arriv- 
ing in Ckdeutta is received directly into press-houses, mostly for 
exi)()rt to foreign countries but partly also for sale to local mills. 
Some of these presses are maintained by the shippers themselves, 


25 It R]i()\ild be pointed out in thiB connection that no advance is made against 
Hie steamer receipt issued by the Eastern Bengal Bail way and Steam Ship Co., 
Lid., a purely Indian concern. 
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while the re^st have their jute fcaled at presse.s hirad for the pur- 
pose. These bales are very hard-pressed, weigli 400 lbs. net ea(;‘.h 
(exclusive of the tare of 5 lbs.) and occupy a volume of 10 cubic 
feet (with a tare alio want e of 2/5 cubic foot). Five of these bales 
form a jute ton of 50 c. ft.26 (with a tare alloAvance of 2 c. ft. at 
the riveivside and 4 c.ft. alon^ide the vessel) for the purpose of 
export. The assortment has to be done verv carefully. The rooty 
portion at tlie bottom and the sticky porlioii ar the top have to 
be cut off in order to make the fibre as uniforri as possible. T])ere 
is the same difficuiry with regard to the standards of the ditferent 
grades in the case of the pucca bales as 'ii the case of hufrlia 
bales. The highest gn-ade— “ Diamonds/’ j)acked out of the 
picked fibres of tlie best jute grown in Mymenslngh and Dacca 
districts, is now ])ractically obsedete. As r. matter of fact, the 
grades classified by the liondon »Tute A\ssociation do not show 
‘‘ Diamonds but begin with TledvS as shown below; — 

“ Eeds : baled principally from selected fibres of 
‘‘ Northern jute ami also from Fastcni ” jute 
to some extent. This mark is suitable for being 
woven into liigh grade hessians. 

“ Firsts : This is the standard (piality and was formerly 
known as “ M Group or “ Cracks.’* It is chiefly 
composed of “ Norfherii ” jute, altliough there may 
he Eastern ” (chiefly District (quality) and 
Western ” jute as well. This is suitable for ordi- 
nary hessian manufacture. 

Lightnings : made up of the medium common North- 
ern qualities and also of the residue of higher 
qualities. The group should yield at least 60 per 
cent sacking warp. 

26 For shipment to Boston, New York and Pluladelphia, however, 40 c.ft. 
form a jute ton. The freight is in every case quoted in shillings and pence 
per ton, converted into rupees at an exchange rate prescribed by the Bengal 
ChaDiber of Commerce. 
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‘‘ Hearts mainly baled out of low grade weak jute with 
which gunny bags are usually manufactured. This 
mark yields about 40 per cent sacking warp. 

“ Daisee ” : altogether different from ordinary jute 
(Corchoms capauldiie.s), belonging as it does to the 
species Cor chorus oU torus. Its chief merit is the 
absence of roots. It is grown principally in the 
neighbourhood of Calcutta, in Jessore, Khulna, etc. 

“ Tossa ” ; a qualiiy of jute grown from the tosiia seed. 
It grows almost in all districts and is characterised 
by its strength and freedom from roots. It may 
have a yellow colour but may also be brownish and 
even dark brown. 

Under each one of these standards every shipper has a num- 
ber of marks to denote particular qualities and grades of jute. 
To give only one inatan(‘e, Messrs. Soorajmull Nagiirmull, one 
of the most important shipping firms, had as many as 73 regis- 
tered marks during the season 1926-27. These marks have to be 
duly registered with the Calcutta Haled Jute Association, which 
publish an Official Book of Marks every year before the beginning 
of the season. These marks have also to be lodged with the 
London Jute Association. For the ‘‘ Hearts ’’ grade, generally 
a ‘‘ heart ’’ is depicted; for other grades some geometrical figure, 
e.ff., a circle, a rectangle or an ellipse is used. According to the 
contract form approved by the Calcutta Baled Jute Association no 
letters or numbers denoting quality should be less than five inches 
in length. The contract also lays down that for all marks above 
“ Hearts the jute must be free from Bombay s ’’27 Rejec- 
tions28 and the roots must not es,ceed 2| per cent on an average.^^ 

27 “ Bonjbays ” are the infeiior residue of all jute and are never cut, the 
rooty portion at the bottom and the sticky portion at the top being both retained. 

28 “ Rejections ” are exported separately. Dluring the season 1925*26 out 
of the total export of 3,516,792 bales, 3,095,075 were of jute, 191,722 were of 
“ Rejections ” and 229,995 of Cuttings, 

29 There are many other clauses besides these in the contract form ; the 
total number being 17, excluding the 3 rules and the 6 bye-laws amplifying 
the last clause. See post. 
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BALER’S AND SHIPPER’S PRICES 

The baler’s price f./r juiie is quoted f.a.s. and in order to 
arrive at the shipper’s c.i.f. price, th». following charges have to 
be added : — 

1. Exjiort Duty of Rs. 4-8>0 per bale for all marks above 

Rejections, which are charged, at Rs. 1-4-0.^® 

2. Lo(‘al cess of 2 annas per bale charged on behalf of 

the Calcutta Imi)roveinent Trust. 

8. Port Commissioners* Tolls, ^tc., at present amounting 
to about Rs. 4-iO-O per bale. 

4. Consul’s fees for destinations ouiside the empire, as 

all iinoices ha.e to be certitied by the Consul for 
the importing country. 

5. Insurance generally effected for 10 per cent above the 

invoice cost. 

() Policy stamp. 

7. Freight varying from time to time. 

8. Interest for the period between the paymeni to the 

baler^^ and the date of negotiating the draft with 
an Exchange Bank. 

9. Telegrams, postage and other incidental charges. 

10. Commission payable in London if the order is received 

through a London house and not directly by the 
shipper. 

11. Shipper’s own commission. 


30 Under Government of Iipidia Notification No. 1428, dated November 17, 
1923, jute rags such as are used for paper-making are exempt from the payment 
of export duty, provided that the Customs Collector is satisfied that they are 
useless for any purpose to which cloth or rope is ordinarily put. 

31 According to clause 16 of the contract form approved by the Calcutta 
Baled Jute Association the terms of payment are cash on the delivery of mate's 
or dock receipts. 
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This is the inusi usuiil scale of chargees. Occasionally how- 
ever the overseas purchaser desires a f.o.h, quotation, he himseilf 
arianging for freight and insurance. In a few cases jute is ship- 
ped to a foreign port on consignment account for commission sale. 
Usually however'Tegular bills are draAvn either on importing firms 
or on banks specified by them in the letters of credit opened at 
their instance, accompanied by the usual shipping documents. 
These bills are mostly D/A’s and freely discountable, the rate of 
exchange being fixed up beforeliand by means of forward exchange 
contracts. 


SPECULATIVE MAPKETS 

Besides the above tliiee classes of markets, (1) for loose jute 
in nrnts*, (2) for hvirlut bales for mills and (3) for pucca bales for 
expoit, tliere is a fourth class of markets, whicli may be described 
as speculative markets. There are various Exchanges in the 
northern part of Calcutta run ostensibly for “ futures on ap- 
proved principles {e.g,, those followed by the Clearing House of 
the Liverpool Cotton Association or by the markets for “ cotton 
futures ill New A^ork and New Orleans') but in practice often 
degenerating into gambling dens. These are called haras. There 
are separate haras for jute, hessians, shares, linseed and cotton. 
No written contracts are made out in connection with the trans- 
actions in any one of these haras, though every deal is repoited to 
be entered in the books of tbe buyer as W’ell as of the seller and 
signed hy the opposite party in acknowdedgment. Each Satur- 
day tliere is what is called hhvlxtan, that is to say, a rate is fixed 
on the basis of which differences are paid and received on the fol- 
lowing Monday. The ‘ contract ’ however continues till the due 
date stipulated, when a setilement has to be finally made. Here 
ilie difference between a hara and an organised “ futures market 
becomes at once apparent. For in most haras the buyer is pre- 
cluded from exercising^ his right of obtaining delivery of the com- 
modity he has bought, and the seller his right of offering delivery 
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of the j];’oods he lias sold. Tluy must both rest eoiiteui with pay- 
ing or receiving difi'ereiices. Apart from this, there are no legu- 
lar hours of business, ^lo di’ly constituted rules, no written con- 
tracts, no minimum (piantitv for each deal and so on. It is no 
wonder therefore that some of these httraa arc? frequently raid(‘d 
by the j)olicc.32 Strongly worded protests have been made by 
Ihe jute tjadc from time to time agains*^ ibis evit, r,//., by the 
London flute Association and the Tiidian Jule Mills Association. 
But in s].'ite of vigorous action on tlie part of the police, the evil 
lias not })ecn renii'ved, partly because the law is not entirely satis- 
factory, partly because gambling is ( ftcij ac(‘()mpauied b / hotut 
fide hedging operations, and p illv because these operations arc 
carried on at dilVerent times through different bodies uKdi as 
BhiUir Bazar (literally, inside or sec‘*ct maibet),^^ PhatJai Mifrhel 
(literally, a market swelling and bursting like a bubble) and vSo 
on. Apart from police provsecutions, attempts have been made 
from til le to lime to control future dealings somewhat according 
to the methods adopted by the East India Cotton Association 
established in 1921 in Bombay, and vested with statutory poweis. 
In 1920, a liill called the “ Wagering Associations Bill ’’ was 
introduced in the Bengal Iiegislative Council by Mr. 1). B. 
Khaitan, M.L.C., hut did not meet with adequate sup])f)rt from 
the jute trade. A similar bill introduced last year by Mr. P. 1). 
ITimatsingha met with no better fate. AVhile every one is agreed 
tliat gambling with its injurious effect on genuine trade should 
be ruthlessly suppressed, there is a considerable body of men who 
are anxious to have a regularly organised market for jute futures. 
In Tune last year a new assom'ation called the East India Jute 
Association, Ltd., w^as opened in (hilcutta by Mr. J. M. Sen 
Gupta, then Mayor of Calcutta. In spite of elaborate rules pul)- 

32 One raided cn May 21, 'last bad ibe high-Bounding name of Jute Mer- 
chants’ and Brokers’ Association. It was an unregistered body and had its 
rooms at 6/1, Royal Exchange Place. 

33 This was originally a market for genuine future dealing but eventually 
degt iicrated into a gambling don and bad to be suppressed. 
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lished in the newspapers, the Association has not been muclupf a 
success. Even now genuine traders look at the new institution %sk- * 
ance. To give only one instance, in the daily Jute Market [Report 
published by Messrs. J, M. Bannerjee & Co. for the years, 

the quotation of the Association are shown as the quotations .of 
the Phutha Marhet. 


PART II 

DEStTUPTIOX OF (M)MMERCIAL ASSOCIATIONS FOR 
RAW JUTE IN CALCUTTA 

The following are the principal commercial associations for 
the law jute trade^^: — 

(1) the Ilatkhola Banijya Ilitaishini Sal)lui, 

(2) the Indian Jute Mills Association, 

(J) the Calcutta Baled Jute Association, 

(4) the East India Jute Association, 

(5) the Calcutta Baled Jute Sliipi)ers’ Asso<‘iat ion, 

(0) the Calcutta Jute Dealers’ Association, 

(7) the Jute Balers’ Association, 

(8) the Jute and (junny Brokers, Ltd., 

(9) the Bengal Jute Dealers’ Association. 

The first four are concerned respectively with the four markets 
for raw jute in Calcutta described above. The fifth, as its name 
implies, is an a*ssociation of shippers of pucca bales. The sixth 
represents the traders in the lulcha bale market, both dealers and 
brokers, but all Europeans. The seventh, the eighth and the last 
are associations of Indian balers, shippers, dealers and brokers 
with identical objects. 

34 The author is indebted to the Bengal Chamber of Commerce, the Bengal 
National Chamber of Commerce, the Indian Chamber of Commerce and also the 
authorities of all these associations for the information given here. 
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1. The Hatkhola Baiijjya Hitaishini Sabba 

This is an association of Bengali jute merchants of Hatkhola 
and other ^indigenous ar>fs, already referred to, having its office 
at 40 Boioraiii Majumdar Street, C^ilcutta. It is not affiliated 
with any of the fhainhers of (\)miuerce in Calcutta, nor does it 
return any member to the Bengal Council 

2. The Indian Juta Mills Association 

The Indian Jute Maiuif act onu s’ AHso<‘iation was ( onstiiutcMi 
in 1884, the name being changed into ti>e Indian Jute Mills 
Association at a special general meeting beid in July, lOOJ^. whtm 
the jj resent rules were laid down. The obj ^^*ts c t tin* Association 
were described in the following words: — 

'‘To encourage and sec^’re united feeling and action, to collect 
and classify facts and statistics, to open out new markets, 
it practicable to fix i)oints of custom, to o])tain one form 
of contract, to obtain the removal of glicn’ances, to 
arbitrate on matte ns of dispute, to communicate with 
public authorities or kindred Associations ; generally to 
])romote and protect the interests of those engaged in 
the industry in all matters relating to it, especially in 
matters touching the interests of tl)e members of the 
Association; and to do all such other lawful things as 
are incidental or conducive to the attainments of the 
above objects or any of them.” 


Membenship is open to all persons owning or managing Indian 
jute mills or holding power-of-attorney to represent them. The 
annual subscription payable in advance is calculated on the number 
of looms or spindles owned or managed or represented by each 
member.* The affairs and funds of the Association are managed 
by a committee consisting of a chairman and four members, who 
are elected at the general meeting every year. The Secretary 
and Assistant Secretary of the Bengal Chamber of Commerce are 


F. 36 
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the ex-officio Secretary and Assistant Secretary of the Association. 
The Association leiiirns two representatives to the Bengal liCgis- 
lative Council. 

3. The Calcutta Baled Jute Association 

At a meeting held in May, 1892, of shippers, brokers and 
balers of raw jute in Calcutta, Mr. Allen Arthur (of Messrs. 
Finlay & Co.) stated that the Calcutta Jute Balers’ Association 
formed t\vo or thice' years ago had been allowed to lapse, because 
its main object of cliecking s))eculation could not be achieved. 
There was room however for an association, which would have 
as its objec't tlie stabilisation of trade on a better and firmer basis. 
Accordingly, the Cahuitia Baled Jute Association was formed, at 
a General Meeting held on 30th May, 1892. Three contract forms 
were provided for: — 

Baled Jute No. 1 

,, ,, No. 2 (Rejections) 

,, ,, No. 3 (Cuttings) 

wJiich continued even to the present day, although somewhat 
modified. A suggevstion for a fourth contract to provide for jute 
sold as home guarantee ” fell through. The annual subscrip- 
tion was fixed at Rs. 50 payable in advance in September. The 
admission fee was fixed at Rs. 32 (Rs. Ki for members enlisting 
before Slst August, 1892). These rules have been subsequently 
amended. The annual suhscuiption has now been reduced to 
Rs. 32 but the admission fee has been raised to Rs. 1,000. Mem- 
bership is open to all i)ersons interested in baled jute trade in any 
way. The general managtmient of the business and affairs of the 
Association is entrusted to a committee consisting of nine members, 
to include an equal number, each of the representatives of ship- 
pers, halers and brokers. The Secretary and the Assistant Secre- 
\\xry of the Bengal Chamber of Commerce are the ex-officio 
Secretary and Assistant Secretary. The prescribed (‘ontract forms 
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of the three classes referred to above are very complex, 
book of marks registered by members is very elaborate. 

4. East India Jute Association!, Ltdi 

As already stated, this Association has been started witli a 
view to the proper control of the business in jute futures. There 
are two classes of (contracts, special (ontiacts and standard con- 
tracts, the former being non-transferalde t\nd the latter passing 
from hand to hand, the riglits and liabilities of the differcuit inter- 
mediate parties as also the initial and final parties bein^; adjusted 
through the clearing-house maintr'nea by the Association. For 
the present there is only one standard coniract, viz., the London 
Jute Association actual First (iroup Marki^ (^mtract, bui substi- 
tute marks are neimitted on ])a.ynifnt of r ]M'nalty. There are 
three tender daya. in r week, Monday, Wtslnesday, and Friday. 
Fivery Saturday, there is a ])eriodical payment of diflerence be- 
tween the (^ont’rrxt piice and the market rate as determined by 
the Daily Rates (^ommittee, “to ensure tln^ safe ])erformance of 
Jill contracts and to protect contracting parties from any loss 
resulting fi’om the non-fulfilment of contracts.” The rates on 
the delivery dates of the delivery months (i.e., September 20, 
De(!ember 20, and March 20) are howtwcw giv(*n by the Jioard of 
Directors of the Association. All dis])utes are finally arbitrated 
by the Committee of the Indian Chamber of Commerce^ with 
which the Association is affiliated. There are at ])reseilt 11 
members in the merchants’ panel and 202 in the brokers’ panel. 

5. Calcutta Baled Jute Shippers’ Association 

In the words of the Memorandum, the primary object of this 
Association is — 

To promote, support and protect the character, status and 
interest of the shippers of jute, to iffake rules and regula- 
tions for the conduct of such shippers, to define the 


35 Sea ante, 
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customs and usages of such trade, to make and enforce 
a fom or forms of contrat^t under which members of the 
Association shall purchase jute, to promote just and 
honourable practices therein and to secure united action 
among such shippers. 

This Association is affiliated with the Bengal Chamber of 
Commerce ; the Secretary and the Assistant Secretary of the Bengal 
Chtmiber are ex-offi(no Secretary and Assistant Secretary of the 
Association. Although the liability of the members is limited, 
the word ‘‘ Ltd.” is not appended to the name of the Association 
by virtue of the special provision contained in Section 26 of the 
Indian Companies Act. Originally the name of the Association 
was the Baled Jute Shippers’ Assoruation. This was changed in- 
to the present name when it was incorporated under a special 
license from the G-overniiient of Bengal dated February 22, 1926. 
The members then taken over are called Original Members, each 
having four votes and the new entrants called Ordinary Members 
have only one vote each. Not only this, any new member must 
be approved by a majority of over 5 to 1, and also by the Com- 
mittee of ihe Association, consisting of the President and 4 mem- 
bers, elected at each Ordinary General Meeting. The (piarterly 
subscriptions are payable in advance on March 31, June 30, 
September 30 and December 31, the amount being fixed by the 
Committee subject to a maximum of Rs. lOO. The present member- 
ship is 24. 

6. Calcutta Jute Dealers’ Association 

All European persons directly connected, either as sellers or 
brokers, with the trade in jute for local consumption are eiligible 
for election as members. They have to be proposed by two 
members, and seconded by the Committee, of the Indian Jute 
Mills Association. The general management of the business of 
the Association and "^be administration of its affairs and funds 
are entrusted to a committee of six members. The admission fee 
and annual subscription are respectively Us. 50 and Es. 30 for 
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the present but are liable to alteration. The present membership 
is about 100. The Secretary and the Assistant Secretary of the 
Beno^al Chamber of Ommerce are the cx-officio Secretary and 
Assistant Secretary of the Association. 

7. The Jute Balers’ Association 

This is an association of Indian jute balers, shippers, traders 
and brokers founded in 1900 with tbo following objects: — 

To promote, protect and watch over tlie general commercial 
interests, to collect and cinulate statistics and other in- 
formations relating to the tja le, lo adjust controversies 
b(dwoen members, io a”biti^u.te in the settlement of dis- 
j)utes arising out of comiiii.rcial transactions and t main- 
tain uniformity in r»’les, rigiilations and usage of trade. 

This was inconmrated under the s]^ecia1 provision of Se(‘tion 
20 of the Indian Companies Act on June 8, 1918. The business 
is vested in a committee of tour members and the (/hairman elect- 
ed at the Annual General Meeting. 

8. The Jute and Gunny Brokers, Ltd- 

Tliis is an association with similar objects, ilu^ managing 
agents being Messrs. Birla Bros., Idd. The members are also 
members of the Calcutta Baled Jute Association and the East. 
India lute Association, and have no bye-laws of their own. They 
use the contract forms ai)proved by the above^ two Associations 
as also of the Indian Jute Mills Association, and abide by their 
respective bye Jaws. 

9. The Bengal Jute Dealers’ Association 

This Association was started during 1928 and has been affiliat- 
ed with the Indian Chamber of C/ommerce. The object is to 
promote and guard common interests of its members as dealers 
in jute.” The membership is open to all. persons directly con- 
nected either as sellers, buyers or brokers with the trade in jute.” 
The annual subscription is Es. 26 only. 
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PART III 

SOME FEATUKES OF JUTE TRADE 
VOLUME OF EXPORT TRADE 

The most prominent feature of the jute trade is its remark- 
able development in recent years — spetdally the export trade. A 
distinction has to be made between the (‘xport trade in jute manu- 
factures and that in raw jute. The former is much older, jute 
having been spun and woven as a cotta industry long before 
the days of the mills. In fact it Avas a well-established imlustry 
as early as the days of the Ain-i-Akhari Tlie latter is much 
more recent, although not so recent as is usually imagined. The 
earliest reference to the export trade in raw jute is to be found in 
the letter from the Court of Directors of the East India Company, 
dated October 23, 1793,37 in which they ordered a shipment of 
1,000 tons, having been satisfied with the results obtained from 
the previous trial shipment, Put trade did not make any consider- 
able progress during this early period. Board Office records are 
available from 1828-29, but are not so ndiable as the Calcutta 
Customs House records which are available since the year 1835-30, 
some figures being quoted bellow : — 


Fiscal Year 

Export of Jute in 
thousand cwts. 

Remarks 

1886-36 

12 

• •• 

1836-37 

165 

This apparently rapid increase is partly^ 
due to better control for statistical 



purposes. 

1846-46 

213 

... 

1856-66 

881 

... 

1868-69 

318 

This fall is on account of the Mutiny. 

1866-66 

3,472 

Includes 212 thousand cwts. Cuttings. 

1872-73 

7,255 

Includes 1,272 thousand cwts. Guttings 
and 274 thousand cwts. Cuttings and 
* Rejections. 

36 See J. C. 

Sinha’s Economic 

Annals of Bengal (Macmillan & Co.), 1*927, 


p, 37. 

S7Ibid, pp. 268-59. 
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About this time the Indian jute mills began to consume the 
raw produce in quantities; and there was a temporary set-back in 
the export figures. The mil^s had, however, increasetl their looms 
at too rapid a rate. The result was ^hat there was a crisis in the 
Indian industry and jute had again to be offered to external con- 
sumers as before. This expansion w^as cheeked for the second 
time when there w’as a serious fall in the exchange value of the 
rupee, but there was a quick recovon^ with the stabilisation of 
the exchange rate. There was a third deuline during the War 
but the lost ground has now been rr^ore than made up as slipwn 
in the statistical table for jute exi»orts in thousand tons (pioted 
at ihe beginning of Pai"t T. 


]>mE(]TION OF EXl^ORT hllADK 

The destinations of jute ex])orted in early years are given 
below : — 


Export of Jute in thovmnd cwU. through the Calcutta 
Customs House to : 


PiBcal Year 

United 

King- 

dom 

America 

France 

HritiBh Indian 

''.h'Tn lit' “•“■'k' 

cutta 

1836-87 

147 

8 

8 

7 

... 

1846-46 

199 

2 

10 

4 

•• 

1866-66 

766 

54 

55J 

... 

... 

1868-69 

121 

83 

109 


This shows how 
Continental buyers 
gained at the 
expense of U. K. 
during the 
Mutiny. 

1865-66 

2,226 

1,107 

4 

180 

Includes Rejections 
also. The fall in 
exports to France 
is due to war on 
the Continent. 

1872-73 

5,426 

1,467 

148 

194 

Includes Rejections 
as well as Cut- 
tings. 



8|4S2 H. SINHA 

It will be noticed that Germany which ig now the biggest 
tmyer of raw jute has no place in the tftble. The earliest German 
shipment was io Bremen in 1840-41 when an export of 13 cwts. 
6iily is recorded. There was a shipment to ITanibiirg for the 
first time during 1845-46, recording an export of 226 c\^ts. only. 
The present direction and volume of export trade in raw jute will 
be clear from the following table: — 


Evporf of Raw Jnfp froin British Ltdla 1 h fhoai^and hates 
of 400 Ihs. each. 

Pro-war War Aver- Post-war 
Average (for age (for Average (for 


Countrios. 

the quin- 
queiiniura 
1909 -14). 

the quin- 
queiiniura 
1914 -19). 

the quin- 
quennium 
1019 -24). 

1926-26 

1926 27 

United Kingdom 

1,691 

1,296 

952 

977 

908 

Germany 

920 

34 

586 

810 

1,026 

U. B. A. 

635 

623 

483 

388 

489 

Prance 

428 

198 

367 

496 

604 

Italy 

213 

216 

180 

276 

263 

Belgium 

... 

1 

174 

185 

248 

Spain 

122 

172 

132 

167 

187 

Other Countries 

372 

161 

364 

826 

290 

Total 

4,281 

2,699 

3,328 

3,634 

3,964 


The most remarkable i)ost-war development is not the quick 
recovery by Germ an \ , about >\hich so much has been said* in 
trade reviews, but the entiy of Belgium as a buyer of rapidly 
increasing importance. 

DOMESTIC TEADE WITH MILLS 

The War however did not bring about any diminution in the 
volume of domestic trade with the Indian jute mills, which have 
showed an almost tin interrupted progress ever since they were 
first started. The consumption of jute in Indian mills is shown 
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1913-13 

13-14 

14-15 

16-16 16-17 17-18 

18-19 

19-20 

46 

45 

49 

68 67 64 

61 

52 

1930-21 

21-22 

32-33 33-24 24-36 ! 

25-26 

26-27 

66 

44 

47 

61 67 

66 

66 

i by the mills 

ai ' 

not however so s 

teady 

ixs the 


below in lakbs 6f bales of 400 lbs. each f!br each jute season (July- 
Jnne) from 1812-13 to 1936-27:— 

Season : 

Mill consumption : 

Season : 

Mill consumption : 

The purc'has 

above consuiDptirii would seem to show, lor they ofteit 

carr^ over considerable stocks from one season io another. This 
will l)e appai’ent from the following hible compiled from the 
latest Annual Bepoit of the Indian Jute Mills Assoiiution sho^^ing 
quantities of raw jute purchased bv the Mills hi millions of 
maunds for the above period : — 

Season: 1912-13 13-14 14-16 16-16 lO-l? 17-18 18-19 19-20 

Mill purchases : 24 22 dO 27 2"' 31 26 30 

Season : 1920-21 21-22 22-23 23-24 24-26 26-26 26-27 

Mill purchase i : 26 22 16 26 24 27 37 

FfirCTTTATTON IN TIIK VOLUMF OF FRODUrTTON 
This variation m annual purchases by Mills is called for by 
considerable flu( tuations in the volume of production of raw jute 
as shown in the table below, (ompiled fiom the tinal forecasts 
published bv ^he Director of Agriculture, Bengal, and subseijuent- 
ly revised. 

(7/7 lak/is of hales of 400 Ihs, each) 


Season. 1912-13 13-14 14-16 16-16 16-l7 17-18 18-19 

Production; 98 89 104 73 83 89 70 

Season: 1920-21 21-22 22-23 23-24 24-25 25-26 

Production : 69 40 54 84 81 89 


19-20 

83 

26-27 

102 .*^ 


FLUCTUATION IN PRICES 

With the volume of production thus unregulated, it is no 
wonder that the pi ice of jute fluctuates wildly from year to year. 


38 The original figure was 108. This wide divergence between estimated 
original and revised figures is not the only point of complaint against ofiftcial fore 
casts. On many occasions there have been still greater variations between fore 
cast figures and trade figures giving rise to strongly worded protests from the 
trade. 

F. 36 
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The extent of the variation may be seen from the following table. 
As there has beeri a change in the purchasing power of rupees, 
during this long and troubled period the prices have been correct- 
ed in the last (olumn l)y multiplying the actual prices in each 
year by 100 and dividing the ])roduct by the index number for 
that year: — 




Price of Juto in 
Oalcutta per bale 
of 400 lbs. C. O. 

M. group from 1906 
and Reils from 1922 
in decimals of Re. 1 

Index Number of 
Wholesale Prices 
in India (Base 1878 
= 100) published by 
the Department of 
Statistics 

Corrected P^•ice 
of Jute in Calcutta 
as explained above 

1873 

... 

23 84 

100 

23*84 

1906 


6301 

129 

48-84 

1907 


64-86 

137 

47*84 

1908 

... 

46- 10 

188 

33*40 

1909 


36- 11 

124 

29*12 

1910 


4111 

122 

33*70 

l9ll 

• •• 

67-81 

129 

44*81 

1912 


61-44 

137 

44 85 

1013 


77 95 

143 

64*61 

1914 


77-76 

147 

62*90 

1916 

... 

64-36 

152 

36*76 

1916 


67-26 

184 

36’62 

1917 


66-75 

196 

28*44 

1918 

... 

71-40 

225 

31-73 

1919 


102-20 

276 

3703 

1920 


97-61 

281 

.34-70 

1921 


93-56 

236 

39-64 

1922 

... 

87-84 

232 

37-86 

1923 


68-36 

215 

31-80 

1924 

... 

76-84 

221 

34*32 

1926 . 

. 

m-61 

227 

49-16 


Thus if we make proper allowance for the variation in the 
purchasing power of money, Ibo lowest average annual price during 
the 20 years 1900 to 1925 was 28.44 in 1917. Apart from this 
fluctuation in average annual prices, there is often considerable 
variation in the course of a season. Thus the fiscal year 1920-27 
opened with a quotation of Es. 101 per bale, which gradually 
declined to EhS. (82 on June 1. The publication of the prelimi- 
nary forecast showing an increased acreage under jute during 
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the ensuing season depressed prices still further to 11s. 59 on 
August 10. The fall was arrested at this stage, becaiise the 
arrivals of jute into Calcutta were below anticipations. The price 
rose to Rs. 66 on Septeniber 7 but witl' the issue of the final fore- 
cast showing a record crop, the price again went down to Rs. 57 
on I^vember 2. Throughout December, the price stood at 
about Rs. 60, appreciating to Rs. 66 on fTcnuarv 18th, on a(*(‘oiint 
of an improved foreign demand, there being a «ul)se(jiient re- 
action, which continued to the end of Ihe year, riie closing quota- 
tion being Rs. 62^ per bale. 

CAF8E8 OF FLFcrrTHT^ONS 

What are the causes of such exireme fluctuations? As stated 
above, production of jute is entindy uni ■'gulated. Nor is it 
possible to release suiiplies from the mofussil in accordance unth 
demand, to prevent even the day-io-day fluctiirtions. In the first 
place, Bengal is :i land of small holdings — smaller even than the 
tiny parcels in other provinces, partly as a conse(pienco of the 
proprietary rights in land created by the Permanent Settlement. 
The cultivator is unable to m.ake proper arrangements for ware- 
housing his produce with his limited resources. In the second 
place, jute is combustible and he cannot afford to keep it in the 
vicinity of the thatched hut in which he lives. Thirdly, the 
fibre dpt(»riorates considerably in colour and strength, s])ocially 
if it is not absolutely dry before it is stored. Fourthly, whem 
the numerous creeks in whi(‘h the Bengal jute lands abound dry 
up, the only method of transport is by the i>rimitive cart, which 
makes the cost almost prohibitive in the case of a cheap and bulky 
commodity like jute. 

MULTIPLICITY OF MIDDT.EMEN 

The result is tha.t the poor ryot is at the mercy of middlemen, 
who have appeared on the field, on account of the frequent fluc- 
tuations in prices. There are middlemen in every trade, but they 
are far too numerous in the jute trade, and have all to be remunerat- 
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ed, althougli some of them do not* perform any commensurate 
economic service. It is true that their method of work should 
rightly be considered in connection with mofussil marketing but 
it is necessary to point out here that many of the corrupt practices 
about which one hears in the Calcxitta market are due to these 
middlemen and not the producers. For instance, the ryot pannot 
water the jute; his small bundle is carefully inspected by the 
faria, i.e., the itinerant small dealer, who purchases either at 
his house or at the neighbouring village market. The watering 
of jute and the strewing of sand to hide the moisture and to 
increase the weight are both due to middlemen. 

Wl^AKNKSS OF THE PRESENT ORGANISATION 

The control of these middlemen is no less difficult than the 
proper organisation of the ryots. In fact the whole organisation 
of the jute trade is weak and inefficient from beginning to end. 
The ryot does not know how much he should produce to meet the 
demand at home and abroad.^ The Director of Agriculture gives 
his foiecast figure when the season is pretty well advanced and 
even then his figure is inaccural e in the extreme. The local mills 
have a strong association which carefully regula.tes their purchas- 
es, sometimes in excess of the quantity required, and sometimes 
below it, so as to keep prices as low as possible. The sellers of 
jute to the mills on the contrary are hopelessly disorganised. 
Whenever there is a dispute with the mills, the decision always 
goes against ihe sellers.^ Not only this, the canker of specula- 
tion has infected the whole trade, which lends to be a mere gamble 
more and more. The worst consequence is that the poor ryot is 
deprived in a large measure of the fruits of his toil. He has to 
work waist deep in noisome jute-steeped water for hours together 

39 This has been the personal experience of the writer. 

40 C/. “ Intention(?) to Plant Report of IT. R. A.’* 

411 Recently, they pressed for the introduction of the guarantee system in place 
•)f standard mark which is open to so much abuse and controversy. Bu| this 
reasonable proposal was turned down by the Indian Jute Mills Association. , 
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in the most unhealthy season with the tropical sun overhead. But 
he adds merely to the coffers of middlemen and ultimate buyers. 
Even the State has its sLare in this wrong. The jute tax is, credit- 
ed to Imperial revenues. No part of il is available for the sanita- 
tion, education or welfare of the Bengal ryot. The jute cess is 
paid to the Calcutta ImprCvement Trust for beautifying the 
Second City in the Empire, which not even one ryot in a thousand 
has seen or ever hopes to see. And what is still worse, this 
grievous wTong is proclaimed as a great benefit to the ryot on 
the specious plea of high juices secured by him. The real 
nature of these high prices ” ir aj^parent from the table of 
prices corrected with reference the index number. For example, 
in 1925 , the ryot really obtained less valm^ for his .p,ite than he 
did in lOia. But there can be no remedy until the Bengal ryot 
comes into his own and is able to assert himself. 



SOME OBSERVATIONS ON MARKETING IN 
NORTHERN GUJARAT AND KATHIAWAD 
AND AT BOMBAY 


BY 

K. H. Kamdar, 

Bawd a College^ Baroda 
SUMMARY 

Remarks of the Af»riciiliural Commission on the absence of 
reliable or any market survey in India. 

Suggestions of the Commission on the same. 

The observations of the Commission apply to the marketing 
of all commodities. The Universities and the commercial and such 
oiher associations in our country have not directed their energies 
to this branch of our economic life. 

Some i)riTnitive forms of marketing in Gujarat and Kathiawad. 
Their functioning in present-day economics. The Fairs. 

Relation of marketing to means of communications. Recent 
developments in Kathiawad will eventually establish a northern 
market for commodities produced there and in North Gujarat. 
The Bombay trade will be radically altered. The linking of the 
markets of Northern Gujarat and Kathiawad with distant Bombay 
was a very unnatural development and it was forced upon the 
I)rovince8 by circumstances over which her princes and people had 
no control. The resumption of the northern market will re-establish 
their ancient economic connection with Sindh and North India. 
The irrigational developments in Sindh and the disappearance 
of the subsistence crops in Kathiawad point to the same conclusion. 
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I'he increasing cultivation of groundnut, etc*, in Kathiawad. 

Some suggestions to expedite this revolution in marketing. 
Kxisting facilities for this in the provinces. 

The Patel Houses. The interveniion of the states. 

^Neutral and certified weighing. 

Uniformity of weights and measures. 

Scientific Auctioneering. 

Co-ordination of markets. 

Marketing of AJimedabad and llombny lextiles. Suggestions 
to improve this. 

A laborious aJid astute bargaining ihe characteristic feature 
of rural and primitive business. Modsrn Insiness requires inaikel- 
ing ability of a highly constructive (iiuer. 

Advertising is a study in psycholog;^. 

Appeal to the purcha^iing public through vernaculars. 

Timely visits to the pandiasers and the retail merchants. 

The branding, quality, description, etc., of our commodities 
must be uniformly maintained. Our goods must become house- 
hold words even among the illiterate public*. At present it is not 
so. 

A good advertiser builds up a demand which the salesman 
afterwards crystallizes. 

Diagi^ammatical presentations of price-structures. Concentra- 
tion of markets at Bombay. 

At present the markets for tae Ksame commodity are distributed 
in various centres at Bombay. These different centres should be 
abolished and we should have Inif one market for one commodity 
in the whole city. 

This concentration is practised at Hamburg for all markets 
and at Jiondon for some markets. 

Advantages of this policy: — A greater dispatch in business, 
closer contact between businessmen, and co-ordination and uniform- 
ity in business policy. 


No systematic survey of the conditions under which agri- 
cultural produce is marketed in India has yet been made in any 
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province. While it was cleaT from the outset of om* enquiry that 
it would not be possible for us, from the angle of an all-India 
enquiry over the whole field of agriculture, to examine in detail 
the marketing and distribution of each important crop in every 
province, we hoped tJuit the material forthcoming in answer to our 
questionnaire might provide us with a sufficient body of facts upon 
which to form general conclusions as to the marketing of the more 
important crops. Only to a limited extent has this proved to be 
the case. It is clear that the agricultural departments have hither- 
to had at their disposal neither the financial means nor the trained 
personnel required to carry out marketing surveys. Moreov('r, 
unofficial organizations of middlemen in a position to collect and 
collate information on matters of facts in connection with the 
buvsiness of their members are very rare in India. Some valuable 
investigations on the marketing of cotton are in process of being 
carried out by the Indian Central Cotion Committee. But much 
of the information essential to an exhaustive study of inarkeling 
conditions has never yet been collected.’’ (Para. 322, page 38o 
of the Report of the Indian Agricultural Commission.) This 
was the report of the Agricultural Commission on the present 
state of our information regcarding the* marketing of Indian 
agricultural produce. The same remarks apply to tlie marketing 
of other Indian commodities, because the Indian and European 
Chambers of Commerce, the Departments of Industries attached 
to various Provincial Governments and even the University Schools 
of Economics have vshown equal indifference in the matter. 

The principles on which markets may be studied are very 
clearly and comprehensively suggested by the Agricultural Com- 
mission in para. 347, ])ages 408 — 410, of the Report. According 
to it, the investigator should combine a sound knowiledge of 
economic theory with a practical acquaintance with the condi- 
tions of production and sale of the commodity with which he is 
concerned. He must be prepared to develop his conclusions in 
accord with facts as these are established by him and must eschew 
the temptation to mould and colour ‘ facts ’ to suit preptjeses- 
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sions. He should usually conceutrate his attention upon one 
class of produce at a time, though a group of commodities handl- 
ed throughout the length of +he marketing chain by set of inter- 
mediaries may sometimes be conveniently included in a single 
survey. A survey of production, of internal consumption and 
of the export-trade, where this exists, will form an essential 
preliminary to the proper understanding of the existing situa- 
tion. The extent to which procluetion is localised, and in some 
instances to which it is seasonal will demand +he investigator’s 
attention. Where reliable and eontiniious statements of prices 
exist, he should examine the movement of prices over a period 
of years and the extent to wdrich sea.'>oual fluctuations appear 
and to which prices , differ between one lo< ality and anotlu He 
will attempt to analyse the '"’hole price structure and as far as 
possible, to measure the margin attributable to various func- 
tionaries concerned. He should make himself closely ac- 
quainfed wdth the quality and quantity of the supplies. The 
relation between the producing and consuming centres and 
the state of communications will conn* within his purview and 
he will need to understand the methods hv which (rop forecasts 
and crop estimates are made. He will then turn to the condi- 
tions of demand and obtain a general appreciation of what is 
demanded in terms of both quality and quantity. Here again an 
examination of seasonal fluctuations and local differences will be 
required. It will not be sufficient to enquire into the nature of 
the demand unless the extent to which it is met by supplies at 
remunerative prices is also taken into consideration. A critical 
examination of the marketing machinery will then follow and 
the investigator will examine the efficiency of the markets, their 
physical c*onditions, their administration and the facilities they 
offer. At this stage, close attention should be given to the relation 
of the cultivator to the primitive market, including the influence 
of debt upon his freedom of choice as to where and when he will 
dispose of his produce, the extent to which produce is sold to 
village traders and marketed by them and the tolls and taxes oft 
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the carta or the value of its contents which are levied by the 
municipal or other local authority. The extent to which a com- 
parison of prices generally between market and market can be 
taken as a reliable index of market conditions is another point to 
which attention must be paid. The technical study of storage 
methods and facilities will be outside the province of the investi- 
gator; on the other hand, the study of the amount of storage 
available, the cost of storage, and the margin available for their 
i*ecoupinent, as well as the consideration of the most suitable place 
at which to store, are integral parts of a marketing investigation. 
In the penult imate stage of his enquiries, the investigator will 
trace the channels through which the commodity passes in its 
journey from the producer to the consumer. lie will study the 
various types of middlemen and endeavour to appraise the services 
rendered by each. As far as data are available, he will examine 
the costs of distribution under different conditions. Finally, the 
investigator will study the position of the co-operative movement 
and the extent to which savings in distribution costs can be 
secured by co-operative sale. At the conclusion of an investiga- 
tion carried on these lines, he will consider the existing system of 
market intelligence and the methods by which the utilization of 
such intelligence can best be extended. Ho will need help ir 
carrying out his en(]uiries as they will extend to the villages as 
vcell as to the marketing centres and it will not, therefore, be 
possible for Ihe whole investigation to be carried out by one in- 
dividiial.’’ 

The above suggestions are made for investigating the market- 
ing of agricultural ])roduce; but most of them may be accepted 
even for enquiries about the conditions of general marketing. 

An attempt is made in the following pages to describe the 
most prominent features of marketing which the writer was able 
to notice in Northern Gujarat and Kathiawad and at Bombay- 
A few suggestions are offered to improve the existing conditions 
where necessary, though without scnipulous adherence to the 
principles jusf enumerated. 
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The Cujri or Fair. 

The fair is the most elementary and at the «ame time the 
most periodical form of inarkeiing in Gujarat and Kathiawad even 
now. At Ahmedabad it is known as the Gujiri — a word which 
may be described as a reminiscence of the practice of the ancient 
Giirjaras to meet to^'ctlier on sele<^‘l occasions for trade and 
counsel. A special day is assigned to this function — Friday at 
Baroda and Ahmedabad and Sunday at liajkot. The marketing 
of all other commodities takes place in the now well-known ways, 
but in the marketing of inihdi-cattle and draught-c vttl^, the fair 
is even now the most convenient institution The local authority 
exercises little control over it' functioning, except that it may 
levy a small toll on the exhibitors, most of \Yhom are s.xeecdingly 
poor. The weekly fair also helps the urban rtiikman to purchase 
milch-eattlo without incurring the expense of a ramble in the 
villages. 

The annual Gokul Ashtami fair at Sural brings together a 
large number of dealers in bigh-elass furniture and one is only 
surprised that so much local tahmt should have remained outside 
jmblic and official notice even yet. Xo statistical or analytical 
account is available of the stalls or the transactions in the fairs. 
Primitive marketing obtains in Bhil tracts in Gujarat and also 
in the Gir and NTagher parts of Soraih, niyw under the jurisdiction 
of the Nawab of Junagadh. 

Revolution through means of Comimiiiications. The Establish- 
ment of the Northern Market. 

Marketing? chiefly depends upon communications, and com- 
munications in Gujarat and Kathiawad bear importance of their 
own. More than a decade ago, the B.G.J.l’. Erailway connected 
the principal ports of Kattiawad and ran cross-wise from Jam- 
nagar to Veraval and from Bhavnagar to Porbandar. But the 
whole face of the province stands comple«tely altered now, and 
excepting in the United Provinces, Eastern Bengal, and some 
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parts of the Madias Presidency, Kathiawad may (^laim to be one 
of the most advanced parts of India in the matter of railway com- 
munications. But this is not the only issue. Several States 
maintain first-class roads, Gondal being the chief. Every village 
under the jurisdiction of the Ghondal State is connected with an 
important centre of commerce by a well-maintained and free 
pakka road. These roads are feeders to railways and as owing to 
weather-conditions and considerations of cost, the villager’s cart 
hardly stands in danger of being supplanted by the motor-lorry, 
they serve as important arteries in the distribution and exchange 
(pf local and foreign produce. These advantages of a good system 
of communications are however often offset by the existence of 
unhealthy rivalries in the management of railways and often by 
too much of a profiteering spirit among the States which are the 
proprietors of the railway systems. Morvi and Gondal have at 
the same time initiated another important reform — the telephonic 
service in these States is supplied very cheap and while a tele- 
graphic message costs twelve annas or a rupee and a half, a phone 
requires the merchant to spend only an anna or two if he happens 
to communicate with a station under the same jurisdiction. A 
third factor has only recently intruded in this field. Fp to recent 
times Kathiawad was ser\"ed by some fairly good ports, e^g., 
Porbandar, Veraval and Bhavnagar. But now Baroda has opened 
Okha; Jamnagar is developing Ifedi; and Bhavnagai’ is trying to 
increase the usefulness of Port Victor. The States concerned are 
at present seriously handicapped by the Government of India hav- 
ing once more revived the hat(^ Viramgam cordon; but the 
question will find an early solution after the report of the Butler 
Committee, and then the marketing of local and foreign produce 
in Kathiawad will be radically altered. 

The development of the railway system in Gujarat and es- 
pecially Northern Gujarat points to the same conclusion. Ten 
years ago, all roads in Gujarat and Kathiawad led to Bombay; 
in the future, the roads of Kathiawad and half the transport of 
Gujarat will lead to Karachi or some new' port in Kathiawad or 
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near Cambay. The decay of the old ix)ris of these provinces, the 
railway policy of the Indian Government, political exigencies, 
the rise of Bombay, and the ignorance of the ruling princes and 
commercial classes — all these causes conspired in the course of 
the 19th century to transform their commerce and destroy their 
ancient connection with Northern India, and compelled them to 
make Bombay their economic ‘ Suzerain.^’ Given an efficient 
system of marketing, this century-old connection will now be 
severed, and once more the old elationshlp with Northern India 
will be resumed The relations of Kathiawad and Northern 
Gujarat with far-off Bomba\ were to say the least, very un- 
natural. Some time back Die princes iniconsciously forestalled 
this change by linking themselves directly with the Indian 
Government at Delhi. 

Comirercial and Sufosisienoe C*^Ofis in Kathiawad and Narthern 

Gujarat 

The future of marketing which I attemplcd to des(‘ribe in the 
foregoing paragraph is indicated by anotlaw revolulionary change 
which is taking place at present in the agriculture of the pro- 
vinces. Kathiawad once raised jawar, ba.jri, wheat, ^^ugarcane, 
and cotton; Northern Gujarat also raised bajri, jawar, and 
cotton. In the last decade of the I9th (jentury, the Hubsistenc*^ 
crops were mostly given up by the peasantry,* and excepting for 
his immediate provision, the Khedut or agriculturist started 
growing cotton. Just now cotton is giving way to oil-seecls. A 
time is not far off when Northern Gujarat and Kathiawad wdll 
be marketing for wheat from plains of Sindh, irrigated by the 
Sukkar scheme and Ihe Punjab canal ( olonies. These lands will 
also be specialising in the raising of oil-seeds, cotton and wool. 
Subsistence economy is now slowly disappearing from these tracts; 
instead, they are fast driving to the state of specialised industry 
and commerce. Given a scientific tariff’, honest and oompefent 
administrative services, well-regulated transport, and an efficient 
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marketing of the produce, the economies of the lands will be com- 
pletely altered. Right up from Rajkot to Vadal on the (jondal and 
Junagadh States Railways and from Jam Jodhpur to Dhasa — that 
is, in half Kathiawad, the peasantry’ is at present concentrating on 
the cultivation of groundnut, a crop, which was but scarcely known 
to the people there a feAv years ago. So also in Northern (Trujarat, 
though there the change is not so rapid. 


CrouiKinut. 

Mr. Coatman says that “ During iho year oil-seeds 

disjdaced tea from the fourth position in the list of Indian exports 
in spite of their decline both in quantity and in value as compared 
with the previous year. Groundnut continued to show the same 
marked improvement as in ihe inwious year and exports of castor, 
(otton seeds and sesamum also increased. Groundnuts contributed 
3(5 p.c., linseed 25 p.c., rape-seed 9 p.c., castor 9 p.c. and cotton 
seed 10 p.c. Groundnut is supplementing linseed and was purchas- 
ed by France, Germany, Italy and Netherlands for the jireparation 
of cakes.” 

The re])ort of a well-established ex])orting firm in Bombay 
makes out the following details in the marketing of groundnut 
crops in Kathiawad: — 

25.000 tons on the Junagadh Railways. 

35.000 ,, ,, ,, Gondal Railways. 

30.000 ,, ,, ,, Jamnagar Railways. 

10.000 ,, miscellaneous. 


Total ... 90,000 tons. 

Reliable data for these exports fiH>m Kathiawad States are 
not available. 
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Mai^ting. 

TTnfortiinately, inarketing; conditions in these specialised crops 
are very primiiive. There is no up-to-date financing, thanks to 
the want of confidence in the adniinisirative methods of many of 
the vStates concerned. There is Imidly any department of co- 
operation worth the naine, except in liaroda, vhere however the 
Registrar has not still taken the initiative in matters ot marketing. 
In some States the sale of the produces takes place by au(?tion 
under the control of Revenue t Officers. Kxcepling in cot ion, there 
are no associations, no rules for gracing, ei( no uniform standards 
of measiirenieiii and weights — tlioagh luckily in most ]»arts ot 
Kathiawad the latter approximates to uni^<»rmi^y— no control over 
brokers and profited s, and no central market -jdaces, organised on 
a well -conceived plan. 


Patel Houses. 

However at Wankaner and Rajkot I noticed Patel Houh(‘s. 
These are useful institutions and if properly looked after, may 
devdop into excellent market-jdaces. The villagers bring their 
produce to these Patel Houses, park their carts there, enter into 
bargains with merchants, mix with other producers, discuss the 
structure of prices, take rest and then in the evening return home. 
We should take care not to confu.se these strange Patel Houses 
with markets in Bihar or the Mandis of the canal colonies of the 
Punjab, “ which consist of a set of shops built round three or four 
sides of a rectangle, a wide brick pavement being provided for 
unloading, examining, cleaning, w^eighing and bagging the grain. 
In front of the pavement, there is a wdde metalled road, surround- 
ing an open space used for parking of carts. The market is as 
near to the railway goods platform and sometimes a railway siding 
runs into it.’' {Para 321, Re/port of the AgricvUvral ComTmsmn.) 
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The Patel Houses are naturally under the control of the 
States. If the States take care^o post commodity-prices there, 
if they bring the houses within the orbit of a great road or a 
railway station, and if transactions be brought under greater 
control, trade and agriculture will certainly profit much. 

Mr. Ohalmers, Development Ooinmissioner in Durma, suggest- 
ed similar action to be taken by (loverninent, in his evidence before 
the Agricultural (.Commission, for marketing the groundnut crops 
of his province. 


Wanted Neutral and Certified Weighing. 

AVeights and measures in Kathiawad and (jujarat are not uni- 
form. To see that the peasantry is not cheated, I may venture 
to make one suggestion. In Bombay, Baroda and other large 
cities and towns, we have neutral tallymen, doing weighing work 
on behalf of public institutions like the Btullion and Diamond and 
Pearl Merchants’ Associations. The institution is known in 
Gujarati as Dhdramno haiito — the charity balance. It is cerii- 
fied and neutral weighing. The cxistomer has to pay a nominal 
rate for the work done and the memorandum is then accepted by 
l>oth the parties. Ixjcal Boards, Village-Panchayats, Municipal- 
ities and Market Associations and State authorities in Kathiawad 
and Gujarat may be required by legislation or rules of associations 
to provide machine weights or other weighing facilities and see 
that weighraent under their certification carries with it the J5tamp 
of authority, and what is more important, reliability. Ginning 
factories and presses do provide such weighing machines but 
they are beyond the control of the peasantry. 


Uncontrolled Bargains. 

The villager is the least organized in the lands under review. 
He is therefore unknown to the agents of the exporting firms 
which have their headquarters at Bombay and which enter into 
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transactions with the local merchants, known as odatiyas, veparis, 
etc. In the Dhragandhra State, all cotton has to be sold to the 
State. The State insists on Dholera cotton only being grown by 
its peasantry. The system has its own disadvantages but in one 
respect the exporting films can have secure and certain business. 
The Morvi State stands guarantee for all pundiases and so the 
marketing of cotton in villages under its jurisdictijn is more effi- 
cient. In some smali States, the villagers’ cotton and other 
produce are stocked by the authjrities and auctioned off to the 
highest bidders, wdio may be in collusion with the llevrniie 
Officers. Sale through co-operative societies is unknown oven in 
progressive Barcxla, and even if it existed, the institutions would 
find it difficult to keep independent elevators, recommended for 
adoption by Major R. E. Gordon at th ‘ instance of the North 
Western Railway to the Agricultural Comndssion for adoption. 
Again the societies would be under the necessity to engage agents 
who would auction oft the 3tx)ck to the highest bidders in Bombay 
or at any other port, say Okha. 

Scientific Auctioneering unkmown to us. 

The above question brings me to the consideration of another 
important issue in marketing. Auctioneering is practised on a 
large scale in our country but few understand it as a special sub- 
ject. Tip to very recent times auctioneering was done in Bombay 
by European firms but recently intelligent Indians have taken to 
it and some have specialised in its art. I may here draw- the 
attention of all concerned to study it as scientific business. 

Cc-erdination cf Markets. 

Marketing by co-operation brings the question of co-ordination 
of markets to the forefront. This is specially necessary in the 
case of fruits and vegetables. I fail to see why Poona figs can- 
not be sold in Gujarat and why Surat* vegetables cannot find 
marketing in Northern Gujarat and Kathiawad. No attempt 
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has been made by the public or by the Agricultural Depart- 
inents in this connecti6n. In the case of certain kinds of 
fruits the storage difficulty is undoubtedly great but much of 
the scarcity and high cost of fruit in Gujarat and Kathiawad can 
be mitigated if producers and consumers can be prevailed upon 
to take to intelligent marketing in these commodities. I have 
Seen vegetables at Surat cheap to the i)oint of being almost free 
of cost. The development of a co-ordinate marketing will be- 
come specially imijortant if only wo remember that subsistence 
crops in Northern Gujarat and Kathiawad will in course of time 
almost disappear. One should very much like to see local, district 
and central exchanges being established for marketing of fruit, 
specfially mangoes and vegetables. 


Advertising: Structure cf Prices in Diagrams; Intelligence 

Department. 

A good sysiem of marketing st<)j)s waste, prevents a bad 
geographical distribution of commodities and avoids economic loss 
to the consuming public. Efficient stamping and grading, 
standardization of ciiuility and of weights and measures, a high 
degree of commercial ethics and a good diffusion of education in 
the public, are the foremost conditions of good marketing. We 
have discussed some of these features in Gujarat and Kathiawad 
in the above pages but the discussion w^as mairdy narrowed down 
to agricultural produce. Here I take up the marketing of one 
very important commercial produce of G-ujarat. I refer to its 
textiles. The marketing of the textiles of Hombay and Ahmeda^ 
bad is not as scientific as it ought to ho. Bombay and Ahmedabacl 
clothe not only the lower-middle-classes of India. — their textiles 
are exported to East Africa. How many of our textile firms run 
intcdligent and well-informed agencies in those parts? Do they 
study the day-to-day and soafional weather-reports of the places, 
the habits and customs of their people and adapt production to 
their fastos? An inf ell i gent producer not only adapts his plant 
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to the requirements of his customers; he even creates tastes and 
thus gets increased and new opportunities for luarkeiing. We 
have not yet advanced from the stage of rural economics, where 
people with small capitals indulged in laborious and astute bar- 
gaining, to the stage of large-scale and highly organised economics. 
Marketing ability of a consiruciive order is the first desideratum 
of sound international business. The captains nf our textile 
industry never appeal to the purchasers of their products in their 
own vernaculars — be it Tamil, Tc’ugu, G-urnmkhi, Urdu, Pushtu, 
or Bengali. They do not kcH'p to the same (piality, the same 
branding, the -ame description, the same weight. Textiles from 
Lancashire have now hocome housel'old words even in illiterate 
India. Can we describe o.ir iCAtih-.v in the sanie way Our 
salesmen are drawn frcnti ill-educated clarses. Their visits 
to the places of their jurisdiclion iuv the niiist ill-timed. They 
rarely understand the in jods of the pundiasers. The human 
factor is lacking in their efi'orts, while advertising is a study in 
psychology — in fact advertising is scarcely iiractised. They 
never know that the good advertiser builds u]) a demand, which 
the salesman afterwards (‘rystallizes. Lastly, ihe price-structure 
is never diagTammatically described in our ])aper8. 

CancentraticMn of Markets. 

I ventured to offer a few observations on rural or urban 
marketing in some parts of the Bombay Presidency in ihe fore- 
going pages. I shall close this Ihiper after suggesting one im- 
portant refonn in the methods of marketing in Bombay, the 
political and also the commercial capital of Western India. 1 
suggest that Bombay should have its markets and exchanges m 
the same place. I descri.be this reform as concentration oi 

markets. 

To-day deliveries in cotton take place at the Cotton-Green. 
Hedge-contracts are often made in the Marwari Bazar,, the 
Indian quarter. The administrative work of the ofiBces, viz., the 
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chief exporting firms, is done in the Fort. These places are far 
removed from one another. This occasions the maintenance of 
duplicate and even triple establishments. Besides, it results in 
so much loss of time and energy. The markets for sugar, grain 
and spices are centred round what is known as the Mandvi Bazar, 
but the administrative work of the offices, with which the Indian 
merchants are always in communication, is done, as in all other 
forms of business, in the Fort. The markets for piece-goods, 
hosiery, pearls, diamonds, gold, silver, etc., are also divided 
between the Indian quarter and the Fort. I know several 
merchants maintaining separate establishments at these far-off 
centres, to be able to be in touch with these two parts of the same 
market. Now the markets for stocks and shares and for freights 
and insurance are fortunately located in the Fort. Can’t we ask 
for a concentration of all markets in the most comfortable part 
of the city — namely, the Fort? Can’t we ])ress for another re- 
form? — the reform about the time for attendance, leave, etc. 
The Indian quarters never close on Sundays or Saturdays. They 
keep business open from 9' a.m. to 8 p.m. And still the market- 
ing efficiency of the Shaikh Memon and Abdul llahmaii Streets 
is not half as efficient as that of the Fort. In London the 
Idoyds and the Baltic Exchange, which is regarded as the centre 
of the freight market of the world, are close to each other. The 
same practice obtains at Hamburg. 

Concentrated markets would enable members to meet together, 
to discuss matters of mutual interest, and to market more effective- 
ly than by telephone or through menial servic^e. They can also 
study the reports of arrivals and departures of ships, etc. 
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Certain details are ^iveii in tbi.. arlic ' \ of niarketin*^ of 
villa^^e produce in the Mahboobnag'ar and Nizainabad Disiricts of 
Hyderabad State, a.s collected during invesiigatiouvs held there 
by the writer during the last hot weather. Government aid in 
three directions appears to be urgently called fc'r: firstly, in starts 
ing and running co-operative sale societies (engaged in advanc- 
ing money on the security of the next crop as well as in doing 
sale work for the raiyat with Goveruinent staff in a Subdivision 
as an exx)erimental measure; secondly, in insisting upon the use 
of standard sets of weights and measures (supplied to each village 
by Government) — in the area within a Subdivision, once again 
as an experimental measure (and in addition, putting up weigh- 
bridges at important centres where the villagers and the buying 
agents of firms meet) ; and, thirdly, in encouraging the forma- 
tion of joint-stock companies for the purpose of running regular 
services of motor buses and lorries with Government assistance, 
somewhat on the lines of the facilities granted to railways, 
in this connection, the work done by the Indian Central Cotton 
Committee should prove very suggestive. 

The absence of the system of commission on sal^ of produce 
to the merchants in the villages of Fyyalwada and Kotharmur 
is significant; it shows that where there is keen competition a^»*‘ 
among the buying merchants, the raiyat k much better off than 
in other places where he appears to be more or less subject*? to 
a buyers* monopoly. 
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I 

The only kind of indebtedness found in Gopalpur village is 
that inrnrred by the agriciilturisks for miscellaneous purposes 
((‘hicfly for seed, buying bullocks, provisions for coiisiimption). 
These debts generally begin to be made 3-4 months after the 
harvest. In the majority of cases, the debts are not cleared up 
year after year, but continue year to year, the agriculturist borrow- 
er i)aying in something every harvest season and borrowing again 
during ihe (j-8 months j)receding the next crop. The total debt 
of (i’Oi)alpur is Rs. 3,045. The debtors being 19 in number (19 
othei families aie debt-free), ihe average debt per indebted family 
works at Rs. 100-4 nearly. 

The terms on which these debts are incurred in Gopalpur 
vary between Rs. 1-4 and Rs. 2 per month (fraction of a month 
being counted as one month) for Rs. 100 j^rincipal, plus 10 per 
cent of the sale-proceeds of tlie harvest, deducted by the money- 
lender. Every loan, without exception, is given on condition that 
the borrower delivers all the crop he can spare (the money-lender 
being the judge; when the croii is actually threshed, the money- 
lender or his agent is generally on the s])ot in the village and 
arranges to carry off the produce straight away to his own place) 
to the sowcar, and it is the sowcar’s privilege to sell the crop 
at any time convenient to himself and credit the sale-proceeds 
to the account of the respective borrower at a rate fixed by him- 
self. ''And in all oases examined, it was found that the merchant- 
money-lenders credited to the borrowers’ accounts 10 per cent 
less than the harvest market rate in the money-lender’s place. 
Two items have to be taken note of in determining the real 
interest borne by ihe borrower. As all harvested crops are 
measured (and not weighed) it happens that when such crops 
are remeasured in the merchant ’vS shop some time afterwards, 
there is a decrease (in weight also there ^vould he a decrease 
but not so wide, on account of escape of moisture from the grain 

or oilseed or pulse) ; secondly, the sowcar bears the charge of 



ilARlCETING OF AGRIC. PRODUCE AND GOVT. AID 566 

conveying the crop to his own place. In actuality" these items 
do not amount to much, because the sowcar usually takes caxe 
to insist upon additional amounts of the crop being made over 
to him for every IGO seers, in order to cover the later decrease 
in ciuantity. Secondly, the harvest tiiiu^ being fair weather (and 
the country being j)lain), the cost of transhipping the produce 
does not mount liigli. Careful calculation shows tha+ the borro\vW- 
raiyat pays belA\een 2 ^ and 82 per cent (2 per cent being de- 
ducted to cover the items mentis led above) 

Strictly si)eaking, the annual percentage should work inucli 
higher, the cojimiission charged behig inteioNt charged really, 
on loans ranging in duration betwcei’ 1 a’ui 9 months in different 
cases. Ihit, for the sake of convuiiiuice i)f calculation — the 
period of the loan differing in each <‘.)S(\ 1 \\\)ul(i be impossible 
to det('nnine th(' annual rate unless in each individual case— -the 
commission j/crccntagc ii. construed in ilH‘s(' investigations as 
tor one a car. So it is really for one agri(*ultnral se^ason inon* 
or Jess. 

Practically all the ])roducc is sold by ihc' debt -free raiyat s 
at Dt'vaikadra, nearly 8 miles off. No one holds up his crop willi 
a vicAv to secure liiglier prices later on, and even in the case of 
debt -free raiyats the rates they g(»t from merchants are lower 
than ihc market rate at the harvest time by 2-8 per cent. 


Tr o[)s of tli<‘ \ 


Flarvostj prir<* rcalisoH f)y 
villagcrB 


l^roRonf- priroB In 
llyiicrabnd (’ity 


Paddy 


Til 


Rs. 12-8 a kudu flOO- Uh. 18-25 per paffa of^ 
nieasun* Beers). rice (paddy not hclnj? 

sold). 

„ 30 -35 a kudu. „ 24 30 a palla. 


Jawnr I 


12 14 „ „ 11 14-8 


Note. —In the Tfyderabad Oi,ty Market the prevalent syHtem of weigh! s 
is : U. G. 80 tolas = 1 seer. 

120 seers = 1 palla. 

As a set of weights was not taken for the purpbso of the investigations in 
these villages, it was not possible to definitely find the relation between tSe 
loeal nieasiiie seers and the Hyderabad City seer by weight. 
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II 

Out of the 35 householders in CTollai)alle village (Mahboob- 
nagar District), 8 are debt-free and the debts of the other 27 
families amount to Rs. 4,(180, the average debt per indebted 
faroily working at Rs. 173-2 nearly. 

The loans are all from local sowcars living at Miikthal*. All 
th^ loans are on crop security ; even the labourer promising to 
the sowcar that ho would pay back when ho saved more wages 
a1 the noxi harvest season. The interest charged varies from 
Re. 1 to Rs. 2 per nioiiih plus Re. 1 commission deducted by Ihe 
soAvcar when crediting ihe borrower with the proceeds of the 
sale of his crop; for every 2(X) seers of paddy, the commission 
being proportionate in value in the case of other crops. After 
allowing due deductions, the real rate of interest charged by 
sowcars for these crop-security debts varies between 13 J plus 
0 = 19^ I)er cent and 24 plus (1 = 30 per cent. In this village, the 
practice is for the raiyats to bear ihe cost of conveying the corn 
they make over to the sowcar, to Mukthal; and this, if anyihing, 
adds to the burden. 

Local nieasuTements are as follows: — 

200-measure seers -1 kudu. 

20 kudus =1 khundi. 

Mukthal is the market wdiere the debt-free raiyats sell their 
crops. No one holds up his stock with a view to get a higher 
/price. 


V . 

Ijooal harvest price realiseil 
l)y (h»' rniyat.B 

Preseni TTyderahnd 
prices 

Rice 

Rs. 17—20 per kielu 

Rs. 18 —25 a pal If * 

Jawari ••• 

16-17 „ 

„ 11-14-8 „ 

'Rajra ••• 

22-24 „ 

„ 13-16 

Til 

36-40 „ 

n 24-36 


(The village had a very poor crop of Jawari*) 
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III 

In Uyyalwada villa^ieo (Mahboobiia^nr District), out of 80 
families 01 are debt-free (where a family’s total due lo others 
works at less than Rs. 2, it is cousidered in these investigations 
as debt-free ; for, such small sums beai no interest, are not bus^d 
on any particular secuiity). 18 fain i lies owe debts secured 
the next crop, and one a land-iiioHgage debt. The total indebted^ 
ness secured by the next crop is Its. 2,880, and the average debt' 
for the 18 indebted families »Torks at Rs. 2,8tl0 -- lH~Rs. IbT- 
3-6 nearly. Plie rate of interest cliarged langes between Rs. 1- 
2 per month and Rs. 2-2 per month for Rs. 100 ; that is, it works 
at between 18| and 25^ per cent per am mi. No rnniat in fln-^ 
village gayn anylhing extra in the shape of commission charged 
hy ihc c r edit or-^meT chants for selling the produce. The explana- 
tion seems to be that IJyyalvrada is, though distant from JiMlcberla, 
on the high road from the castor-seed area to the exporting 
( Jedcherla) , and merclianta compete very keenly among them- 
selves in order to get at supplies of castor seed. 

"’'The few better-to-do raiyais themselves convoy their produce 
(specially (‘ustor seed) to Tedcberla and sell direct to the agents 
of Bombay merchants stationed there. The other debt-free raiyat/ 
sell at Nagar Karnul, while the produce of the indebted is nieasm:. ^ 
ed out for the merchant on the raiyat’s own field, immediately 

the produce is ready for packing in bags. 

Generally speaking, there are two sets of meirhants between' 
the actual growers and the Bombay agents at Tedclierla, one set 
consisting of middlemen at Nagar Karnul and surrounding vill- 
ages, the other set carrying on their operations at Jedcherla; lo 
that’ counting the Bombay agents at Jecleherla as one of ihe 
s'ets of midcUemen (in this rase they happen to he salaried W 
commissioned middlemen), the number of middlemen between the 
actual grower of castor seed and the foreign wholesaler who buys 
from Bombay, is 4 at least-, it must be in irndual practice more, 

* P. 89 
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as the Bombay firms buy castor seed not always for direct or 
immediate export to other countries. 

Local moasiirements are as follows; — 

9()0-mpasiire seers=l putti. 


Crop 

Harvest price realised by 

Present Hyderabad 

debt -free raiyats 

price 

F^addy 

Ra. 60 per putti. 

Rs. 18—26 a palla. 

Oasfcor seed ... 

„ 120 

„ 14 

Jawari 

„ 86- 90 „ 

„ 11- 14-8 „ 

Practically all the 

raiyats sell off their 

crop at harvest time. 


their means being too straitened to admit of safely preserving 
the produce and withstanding the temptation of handling jingling 
silver. 

The average annual l)(K>king of castor seed from Jedcherla 
Railway St ation (on tlu' Seeunderabad-T)ronachalam Railway) 
is estimated at about 3 lakhs of bags, that is, about (>25,000 
maunds. 

The road from Jedcherla to Nagar Karniil is not even so good 
as the one from Jedcherla to Kalwakurtdiy, even though the castor 
traffic on the former is much too important to be ignored. At 
least in 10 i)la.ces the road descends into declivities along which 
currents of water pass even with little rain. It is true that most 
of these currents are short-lived. Yet, in a business like castor- 
seed trade, the delay of a day or two might make all the difference 
between profit and loss to the seller. What actually happens at 
Jedcherla is this. Daily, sometimes by wire more than on(‘e a 
day, the Bombay agents get rate from Bombay, and it is these 
that determine at what prices they should buy. There is com- 
petition as among the Bombay agents, and so, anything like a 
corner in castor seed is impossible. On the quotations given 
by the Bombay agents the local l-omfis at Jedcherla formulate 
their rates of purchase, and the small merchant (or once in a 
way, well-to-do raiyats) who brings castor seed from the interior 
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to Jedcherla, has little notion as to the exact rate at which he 
would have td sell at Jedcherla. In spite of motor-buses ply- 
ing between Jedcherla and Nagar Kamul, and the Hyderabad 
Postal Department maintaining runners for the carriage of mails 
still the absence of the Postal Telegraph Office and a Pritj^sh 
Post Office which could undertake direct despatches and direci 
deliveries of telegrams, letiera, pa'^cels, etc. (in the absence of 
postal reciprocity between Hyderabad and British India), seriojus- 
ly hampers the develo])nient of trade in this tract. 

On the other hand, the establishment of an Out Agency iit 
Nalgonda by the N. G. R. Railway for hooking ])arccls and goods, 
further takes away from the prospi*cts of "^^elcherlc. as a trade, 
centre. Much of the trade now fiockbig Tedclievla would natural- 
ly go to Nalgonda, a much nearer place fiom whi'‘h the iST. G. 
S. Railway taker the rcsimnsibility for t;anshij)])ing booked 
articles. 

IV 

Of the 90 families of Kunimida (Mahboobnagar District), 
41 are debt-free; and the debts of the remaining 49 amount to 
Rs. 8,786, yielding an average of Rs. 179-3-7 m^arly per iiuh'bted 
family. The debts range between Rs. 1,400 in one case, 
Rs. 1,000 each in two cases, and R^?. 15 in a fourth case. All this 
debt is covered by the next crop— the debtor promising to didiver 
to the creditor all his produce (except for the first 3-4 months’ 
consumption needs of his own household) for the purpose of 
being sold by the merchant and crediting the proceeds to the 
concerned raiyat’s account. The laiyats willingly and readily 
comply with this cx>ndition at the harvest time simply because 
they are confident that whenever during the year following the 
harvest they are in need of any money [money is generally need- 
ed for (i) buying bullocks,’ (ii) buying agricultural implemeirts 
or manure— done in very few cases, (in) iitigal ion— ibis item 
is also fortunately very rare in the districts inspected, (iv) pay- 
ing Land Revenue Assessment-the merchant-creditor pays the 
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assessment of the debtor in a high percentage of cases, and (v) 
religious and social functions like marriages, obsequies, eic.], 
they can always rely on the merchants acco-mmodating them with 
funds. If the raiyats need grain for seed or for consumption, 
th§y can readily get that also without any necessity to pay for 
it immediately. In fact, the sowcar class does provide, general- 
ly speaking, many facilities which no Oo-operative Society, nor 
the Revenue Department in shape of Taqavi, can possibly provide. 
It is no wonder that in most cases the raiyats feel it a pride and 
acclaim the fact of their being clients to this or that merchant, 
and they very warmly feel that loyalty to their respective sowcars 
is the fundamental condition for the continuaiu^e of the bene- 
fits ” the sowcars bestow upon them. This appears to be the 
reason for the bulk of the cultivators not liking to hear about 
Co-operative Societies. One raiyat observed seriously at Xunimi- 
da: The sowcar, Sir, admits his responsibility, in theory 

and in practice, to help us in difficulties, to permit default in 
bad seasons, to delay collections in view of epidemics, etc., in 
short he enables us to live peaceably. There is not a single 
case that we know of where the sowcar saw a client of his in 
jail. On the oth<‘r hand, if we should borrow from (xovernment 
or from a Co-operative Society, any single mistake, any default 
however jusiified by circumstances, all our properties are direct- 
ly attached, and we are lost.’’ 

The following quotation from Mr. Garratt, a retired T.C.S. 
Officer, echoes this same argument in very similar words: ^‘The 
Co-operative Societies flourish l>ecause they have the power to 
distrain, which is denied to the hnnin, and the debtors fi*equent- 
ly have to appeal to the latter at the last moment. Too often, 
Ibe new society is but the old honia writ large.” 

The general rate of interest ranges between Re. 1 and Rs. 2 
per month in money plus Rs. 5 commission for the sale of every 
putti (800 seers) of (llmi (paddy). Putting the harvest price of a 
pntti at Rs.' <50, the commission works at 10 per cent. The 
nett charge after deducting 2 per cent for the merchant’s work- 
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ing expenses, etc., works at 8 per cent in the shape of commission, 
and thus the total real interest c*har<>‘e ranges between 20 and 
33 per cent. 

liOCaJ measurements are: — 

20-measure seers -1 ghade. 

40 fzLades ~1 putti. 

The debt-free raiyats sell tliei/ j)rodure at Kalwakurthy, 


Crops 


Harvest rrioe Ht*cured ^^resen*" Hyderabad 
by debt-free raiyats price 


Paddy 

Castor seed ... 
.Jaggery 
.Til 


Kh. 60 pel putui. 

M 100 
M 00 

„ 25 for 144 Rcers. 


Rs 18 —25 a palla. 

„ 28- 30 
„ 24-36 


Y 

In Kotharnair village (Nizamabad DisiricI), 15 families ha.ve 
no debts, and the total debt of 40 famili(‘s woiks at Ks. 2,405, 
the avera^^'e debt per indcdded family workine- p,t Its. o0-5 nearly. 

The interest ehar^red is o-onerally b(dw(‘en lb*. 1 and Rs. 1-4 
per month, 7 ?o comiriJssion hein// alloiced 1o mcrchanls o}i snle 
of harvest (exeejd of course the usual additions in order to nuike 
up for later decrease in quantity, etc). TJiis absence of comTijis- 
sion is probably due to the businesslike temperament of the 
people who take mo(h*l from the wea^dn^’ families. It is also 
note^vorthy that the avera^>’e debt per ind(d)t(*d family is particular- 
ly low here. 

The debt-free raiyats s(dl their jnoducf' at Armoor, merchants 
of which place sell paddy to Nizamabad rice-mills. 

The Dichpallc-Nirmal road is now being much improved. 

Local measurements are: — 

5f -measure seers =1 paili. 

16 pailis =1 maund. 

20 maunds —1 khundi. 
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Q Harvesfc price secured by P^resent Hyderabad 

the debt-free raiyats price 

Paddy ... ... Rs. 10 a palla. Rice Rs. 18—26 a palla. 

Ja-wari „ 12 „ „ 11-14-8 „ 

Til „ 14-16 „ „ 24-36 „ 

All the crops are measured iu (ik>vei’nment sealed seers. 
But this admits of Ihe use of other measures “ as good/’ and of 
a good deal of irregularity — how much a measure holds largely 
depending upon the will, skill and the physical prowess of the 
measurer. 


VI 

In Nasarullabad village (Nizamabad District), 12 families 
have no debts, and ihe indebtedness of the other 2*3 families 
amounts to Bs. 3,880, w^orking at an average of Rs. 108-11 nearly 
per indebted family. The oppression by the creditor-merchants 
is especially heavy here. The monthly rate of interest is l)ctw^een 
Bs. 1-2 and Its. 1-4, but the commission which the merchants 
add to this amounts to betw^een 33 and of) per cent, making the 
real interest go so high as between 40i and 05 per cent. 

The soAvcars of this village all reside in Bamandet^palli and 
Mirzapur. 

The road from Bodhen to Baswada is being improved. 

Local measures are : — 

4 measures =1 j)aili. 

16 pailis =1 maund. 

20 maunds =1 khundi. 

Debt-free raiyats sell their produce at Bamandeopalli and 
Mirzapur. 

Many sell at harvest time for paying T^and Revenue Assess- 
ment while the majority sell ‘‘ because they must.” In general, 
they do not keep more than one month’s grain out of their harvest 
for the consumption of their households. 
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In Lakshmapur village (Nizamabad District), 7 families have 
no debts, and the indebtedness of the other 24 families amounts 
to Es. 3,570, giving an average of Es. 148-12 per indebted 
family. 

The real rate of interest n'orks out astonishingly low here, 
especially in view of ihe fact thai all loans are crop-secui’ity 

loans, and all from sowc'ars (kom'ix and rannares) of Yallareddy, 
Kalyani and Lingampet. The normal rate is between 12 as. and 
lie. 1 per mortli, that is, between 0 and 12 per cent plus com- 
mission on sale ranging bei\^eell 3 end 5 ]>er cent; total between 
12 and 17 per cent. In 3 cases tne leal rate of interest works at 
.11 jier cent. Om' of the villagers, the ^*atwca*i clerk, asked in 
wdiat way (‘o-o])erative loans on landed seciirHy at 12 per cent 
interest, with unlimited liability and various other practical 
difficulties were ])referable lo the sowcar loans ihey were getting. 

The road from Kamareddy to Yellareddy is just improved. 

Tjocal measures are: — 


4i seers 

-1 paili. 

IG pailis 

-J in amid. 

20 ina.iinds 

-1 khundi. 

(for w’^eigbing jaggery) 


84 tolas 

= 1 seer. 

12 seers 

= 1 maiind. 

20 maunds 

khundi. 


Crops 


Harvest price realised >)y Present Hyderabad 
debt-free raiyats price 


Paddy 
Til ... 
Jawari 
Jaggery 


Rs. .120 a kbiindi 

„ 320 „ ’ 

„■ 100 


Rice Rs. 26 a palla. 
„ 24-^86 „ 

„ 11-14-8 „ 

„ 20-80 „ 
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VIII 


In Pathara jampot village (Nizamabad District), there is only 
one debt-free family. 17 families owe a debt of lls. 4,545, g^iving 
an average of Es. 207-5-8 per indebted family. 

The rate of interest ranges between 10 as. and 12 as. a month 
plus 10 per cent commission on sale of ])roduce, totalling up to 
between \ 1 \ and 22 per cent. 


Local measui'cs for grain are:- 


4 seers 

= 1 palli. 

9 pailis 

-1 maund. 

3 maunds 

-1 palla,. 

20 maunds 

“ 1 khundi. 

for jaggery) 


84 tolas 

= 1 seer. 

12 seers 

--1 maund. 

20 maunds 

= 1 khundi. 


Practically all the produce is sold to Chinnamallareddy sow- 
cars who are the money-lendtus of this village. No one kee]>s 
the crop for some time in order to try for a higher price. 


Crops 

Harvest price secured by 

Present fiyderabad 

the dej)t-free raiyat 

price 

Faddy 

Rs. 80 per khundi. 

Rice Rr. 18—26 a pall 

Jaggery 

30 

„ 28-30 „ 


IX 

It must be said at the outset that observations which follow 
strictly apply to the two districts which were visited; some of 
the observations might jmssibly apply to other districts in the 
State, but no such application is intended. 
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The real ra.te of interest borne by the raiya.t« is an impos- 
sible rate, and any scheme of rural reconstruction would have 
to give the first place to the necessity for immediately reducing 
this rate. CWperative Sale Socielies mav be organised, in 
selected areas to begin with as an experiment, and arrangements 
made to advance money to raiyats in the agricuUnral season on 
adequate surety (personal security of other credit-worthy raiyats 
in the village), charging not more than lie. per month 

per lOO rupees. In the selected i rea, a Special Offic^er may be 
deputed to do this work of organization and financ^e, with an 
adequate amount of staff aud money at his disposal. li the area 
should be .a Subdivision, the amount reciu'red for vsuch advances 
would be about lOOx 3 x 4,(KK)— ISjOOyOOO lupees. If the 

Special Officer has at his disposal lls. ()0'/V)0, he should ho able 
to force down the sowcavs to his own tc^rms : sowc’ars would not 
leave off their job i)rovidrd tb^y were not put to positive loss. 
The Special Officer woxdd have to be given at least li years’ time 
to show results, all provision being made for audit of accounts. 
The loans should be made payable direct to the borrower by the 
Central Bank, the authority foi* the payment Ixu’ng issued hy the 
Special Officer. Every borrower would automatically be(*ome a 
member — his share instalment for the first year being deducted out 
of the loan, it being obligatory on every member to deliver to the 
Co-operative Sale Society all his produce intended for sale. The 
selling pric’o in the Society should be determined by reference to 
wholesale rates prevalent in suitable centres where the Subdivision 
Sale Society should maintain its agent. The Special Officer should 
concentrate primarily upon villages far away from trade cenires 
and trade routes. The Special Officer would have to confine him- 
self strictly to assisting positively good cases, full precaution being 
taken to secure good cover for loans. 

One iiniform sysiem of weights—tho ono preTolent in the 
Hyderabad City market (80 B.G. tolas=l seer, and 120 seers= 
1 palla)— must be enforced throiiffhoiit the Dominions. This 
reform would save for the small raiyat a tangible bit of his income 


P. 40 
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of whicli lie is being deprived on account of the merchants using 
measures and on account of each village or set of villages having 
its own standard for a seer ’’ or a ‘‘ inaund ’’ or a khxmdi.” 
The confusing variations in local measurements disable the raiyat 
to compare rates obtaining in his own village and elsewhere. To 
facilitate observation of the prescribed standard, it is advisable 
that, at least in a Subdivision to begin with, Government may 
supply to the Police Patel of every village in the area, a set of 
weights and a balaiK’e capable of iveighing pallas and fractions 
thereof with instructions that such weights and balance should 
be made available free of charge to any of the raiyats in the 
village. Further investigations may be held with a view to find 
out the practicability and utility of Government granting mono- 
poly rights to joint-stock (*om])anies over stipulated areas, for the 
purpose of running bus and lorry services regularly along the 
roads in the area, Government offering certain facilities in the 
shape of giving all mail carriage (‘ontracts along roads to such 
companies, the latter binding 'themselves to be regulated by 
Government in regard to matters like rates, inspection of buses ' 
and lorries, etc. The present policy of extending tele]>hone 
service to the interior is highly desirable, and further extensions 
(with stations in villages along the roads, levying special low 
rates for hoiw fide agriculturists) would tangibly add to the 
earnings of raiyats. Trade centres in Hyderabad State, dealing 
in crops which are exported in large quantities to and from 
Bombay, may be given a Postal Telegra])h Office each, Railway 
Telegraphic connections like the one at Tedcherla, do not prove 
of efficient service to business. 
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SITMMAEY 

li. is essential that- articles Rann.d as nenlth slioulrl be '-nsily 
marketable and sbould possess an er.cbanfrt 'alue. To find out 
where those places are and who are badly in need of those articles 
is what is known as finding oat or opening oal a new market. 

Two things are, therefore, e8.sent.ia] : first, tout the objects of 
our natural desire arailable to our enjoyment should first 
produced, and, .secoiuily, that they .should be distributed. It is 
in this process that marketing assumes the grcaic.st jmpoHance. 

It is the dutv of the merchant therefore to find out where 
certain articles are obtainable in large quantity and at a low 
price; and at the same time to ascertain where the.r supplies are 

deficient and can be sold at a high price. 

T. • , in 0 weV-orgaiiised concern there should 

Tt IS necessary that m a j 

be emitloyed as inany persons for tJm " ^'^rnisation of 

the so-called productive process and an ettu . 

such men, who are called salesmen, is an essential fa.tor 

development of an industry. 

of Way. lo . .rfont.-.r. .Ma 

whotlar, in the Nowaday, it i» n™"l *» 

merchantm^? system ca Qr^lesine'n from Gennuny, the 

find in any of the Ind.an «,ai, pWn,- 

United States and -Tapan, eouie - ■ ^ Kingdom and 

lions, which were once lb. monody of the Unit 
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in the case of ceiiain articles, manufactures of India. In order 
to meet this competition, marketing as a science has yet to be 
deve]o})ed to a gieat extent in India. 

The above suivey applies to manufactured articles, but theie 
are certain raw mateiials like cotton, coal, iron, etc., in which 
marketing was conducted through middlemen in old days but which 
have nou come to be maiketed through exchanges. I shall quote the 
instance of cotton crop, (^otton is now sold through the medium 
of exchanges. In the eailiei stage of the cotton industry wealthy 
merchants began to act as middlemen between tlie planters and the 
spinners, who boug*ht the crop when prices were favourable, and 
sold vlien pi ices weie in their favour. Since the introduction 
ot these cotton exchanges and the purchase of cotton on ‘‘ options 
or futures,” a good turn-over has been the lesult. 

It is as uell to notice whether this system could not be ex- 
tended to other agiicultuial produce as well in India The Boyal 
Commission on Agiiculture has dealt vith the question of market- 
ing, and this subject deserves the gieatest attention not only of 
students of Economics, l)ut of our public men and of the Govern- 
ment. 

One thing that deseives attention not (mlv for the better and 
freer exchange of agricultural produce, but also to ward off famine, 
is to find out better means of transporting food-grains fiom one 
part of the country to another. The Royal Commissioneis are of 
opinion that the maiketing conditions in India for the agiicultural 
produce are defecdive and where they exist are not on modern 
lines. 

Tliere should not only he provision for regulated markets, but 
there should be impiovement in communications also. The 
producer of agricult uinl articles must be freed from the trouble 
of marketing. The cultivator should be assured of a real 
security of tenure. A sound policy for tbe improvement of 
agriculture to the benefit of all connected with land must consist 
of credit facilities, organised marketing and security of tenure. 
The problem of marketing without seating up Central RelUng 
Organisations hv means of Co-operative credit facilities is not 
easy of solution. With better means of transport and selling 
facilities and secimty of tenure, cost of uroduction will be reduced 
with the ultimate advantage of lessening the price of material*? 
to the consumers. 
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It is a well-known clietum in Economics that useful commodi- 
ties are not always wealth. Air and water are most useful to 
human being's but when they can be obtained in abundance, they 
have no exchang'e value ; and people could hardly exiot unless they 
were extremely cheap. Therefore, it is essential that the articles 
so named as wealth sliould l>e easily marketable and should 
possess an exchange value. In places where any articles of food 
can be obtained in abundance or can be produced with little ettbi’i , 
in quantities far beyond the Jieed of people, there they become 
low-jirieed unless they can he sent away to those places where they 
are needed. Tc find out wJierc those places are or who are those 
badly in need of those articles, is what is kn^iwn as ji noting out or 
ope, nil} g out a new niai'kei ; and when such a new demand is 
created, it is known in mercantile paclain ^ as eonrerring a new 
value on the articles. 

IMPORTANCE OF MARKETING 

To satisfy siicli a new demand the ariiedt* has to be ])iodueed 
in abundance. The science of Economics is the Snence of the 
Endeavour to satisfy flujnnn wanfd^ Want and its satisfaction 
is the basis on which we ('arry on the investigation.- Not only 
piodiietion, but also a field of at least e<iual importance which is 
also part of production, r/r., marketing, transport, distriimtion, 
retail selling, etc.,— needs our close scrutiny. Two things are 
therefore essential, first tliat the object; of our naiural desire 
available to our enjoymeni should first be produced, and secondly, 
that tliev should be disfribvled. It is in this second process, which 
is as essential as the first, that marketing assumes the greatest 

importance. 


SEAEGH TOR THE MARKET 

In tin's process of production and distribution intelligence, 
plav. . (treat part. It it he who hy „r.al«r i„t,llip.nce pioa,.e«. 
a u.«ul article ™ore ...ily economically than other,, that 
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become rich. But it is not enough if he produces them, he should 
also find means to distribute them to advantage. He must 
acquire not only an iiiiiinaie knowledge of the local market, but 
also of the foreign. It is the duty of the merchant therefore to 
find out where certain articles are obtainable in large quantity 
and at a low price ; and at the same time to ascertain where their 
supplies are deficient and can be sold at a high price. He, there- 
fore, l)uys them in the cheapest market and sells them in the 
dearest and makes a profit by the transaction. The intelligence 
and shrewdness of the merchant is essential not only for producing 
commodities easily and rapidly, but also for distributing them by 
an economical method of marketing. 

SALESMANSHIP 

Economic pi ogress has been achieved at least as much by 
developments in marketing, transporting, etc., as by changes in a 
factory house or on the farmyard. It is necessary that in a well- 
organised concern there should be employed as many persons for 
the purpose of marketing as in the sf>-callcd productiye pro(‘OSH and 
an efficient oiganisation of such men, who are called Salesmen, is 
an essential factor in the development of an industry. There are 
certain classes of goods which can be easily marketed as there 
is a steady and continuous demand for them, and it is always safe 
to make them for stock; but there are others which are not so 
readily saleable either because of their being new production which 
has to compete with those commodities which are we’ll-known 
already in the market, although they are in every respect equal 
in quality, or because the demand for such articles is dormant 
and has to be created. 

MERCHANT HOHSES 

This question of marketing is assuming greater and greater 
importance owing to the keen competition that exists in the 
business world at the present time. There was a time when certain 
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classes of articles, such as cotton g’oods, hardware and retail 
articles in almost all trades found a ready sale, and under these 
conditions a class ol si)ecialise'l meichants (fiew up, wiio acted 
as iutermediai ies or middlemen helween the maiiufacturei-s in one 
country where the articles were piuduced, and tiie maikets for which 
the goods weie ultimately destined. In this way in every 
manufacturing country a large numbei of merchan* houses came 
into existence, whose chief duty was that of the ditecting agency 
of manufactured goods foi the fore gn markets In fact the great 
merchant houses of today' ace to a very great extent agency houses, 
but it is douhtti’^ whether in tlu piesert day infernatjonal competi- 
tion by the more economic luetliod o’" pisaiuction and organised 
marketing l>y ((noting veiy finch, this mcu'chanting system will 
ludd its own. Nowadays it is usual to fim' in any of the Indian 
markets. Salesmen from tfermany, the United States and .lapan, 
Avho come to (nish diiectly the sales of certain manufactured goods, 
whicdi were once the monopoly of the United Kingdom or are 
being pioduced in India at the present time. This keen competi- 
tion is dve not only to the Economic mctliod of mass production, 
hut also to new facilities for marketing hy lower cost of carriage 
and other incidental expenses, and by trying to bring the 
jiroducers and consumers directly into touch with one another. 
It is for this reason, that it has become necessary to pay keen 
uttentimi to maiketing efficiency along with productive efficiency. 
India is paiticulaily trying to iirodiice certain classes of manufac- 
tured goods for which she is best fitted, but is often handicapped 
‘ in inhoducing them owing either to want of knowledge in market- 
ing same, or owing to the keen comi.etition of the articles produced 
in more industrially advanced countries. 


OEFiriAL EXCHANGES 

TW fore*„ing .urvey »P1*’ l» 

,le« .re rMain r.,. 'il* <">«»"■ 'fv 

wWel maAeting wa, capJaal.a ttm.gl. miJdlam.a m old daj.. 
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but have now come to be marketed through Exchanges. I shall 
quote the instance of tlie movement of cotton crop^ Cotton is now 
sold through the medium of (Vtton Exchanges. There are Cotton 
Exchanges in various centres of the world now, notably in 
Liverpool, New York, St. Oilcans, Bremen, Havre and Bombay, 
to facilitate dealings in contracts based on the raw commodity. 
In the earlier stage of tlie cot Ion industry wealthy merchants began 
to act as middlemen between the planters and the spinners, who 
bought up the crop when prices were favourable, and held tlm 
same for future selling when prices Avere in their favour. 
This woi’ked to the advantage of the spinner as ii was not necessary 
for him to buy the Avhole of his future requirements at onCe and 
carry large stocks. 

.In order to minimise the risk, contracts are arranged which 
enable the spinner to buy cotton for delivery at some fiiture^tame 
and at a ])ri(*e fixed at the time of contracting. These contracts 
are called ‘‘ options ” or futures.’^ Since the introduction of 
these cotton exchanges and the purchases of cotton on “ options 
or “ futures the quantity of bales represented by the contracts 
dealt in on the different Exchanges is estimated at many jfimes 
'’the total crop production. 

MARKET FOE AGEiriTLTTTRAL PRODFCE ; 

While we are on the subject of a system of marketing raw 
materials say cotton, it is Avorth while considering the manner in 
AA'hich marketing of other agricultural produce in India is conducted 
ahd examine the question whether the present system is ade^quate 
or is as efficient, as those in existence in other parts of the. wprldi 
The Royal Commission on Agricnlture in India has dealt at;iength 
on this aspect of the question and their findings desetyfll the 
gi’eatest attention not only by students of Economics of the-prensent 
day but of qur public men and of the Government. India in the 
past has suffered a great deal owing to famines, and famines^ play 
so important a part in the agricultural and industrial «fconomy of 
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India* If *a review of tEe more severe famines wEich played 
gxich EaVoc in India for tEe past seventy years is tai:en, famines 
of 1861, 1869, 18T6-78, and tEe more recent famines of 1907-08 
and tEe effects of tEe dioug^Et of 1918, it must be admitted that 
tEe effects of famines are not so severely felt at tEe present time 
owing to better means of tianspoiting food-grains from one part 
of tEe country to anotEor. TEe se/erity is also mitigated to some 

extent by the attention which ^Ee Agricultuial Department in 

« 

India is giving to ih© impro\cmcut ol iJie qnal'ty and quantity 
of the cultivatois’ outturn. One fact ^^hioE deserves lEe attention 
of the studeiii of Economics Is whether this outiiirn is from a 
larger area of land which has been brouu'ht under cultivation or 
from a more intensive cultivation ot a given piece of laud, and 
whether this outturn is from a larger vi^iet^ of food-grains or 
merchantable crops. The question for the economic student is to 
ascertain whether au acie ot rice, rag'i or wlieal is yielding: today 
less or more than it did ten years agot A coriect answer to this 
will give an index of the agricultural prosperity ol our masses. 
If the greater yield is from commerced croj)s at the sacrifice of 
the much-needed annual lequiiements of food oi its population, 
it cannot then he considered to he agi i cult ui ally sound. If, added 
to this, the marketing system of the agricultural pioduce is 
defeptive, then the cultivator is unahle to secure the best 
financial result for hi.s outtuin. The Koyal Commissioners are 
of thP opinion that the marketing conditions in India foi the a^fn- 
cultural products aie defective and wliere they exist arc not on 
modem lines. 

NEED FOE IMPEOVED MAEKETING 

, Intimately connected with the agricultural regeneration is a 
gr/at policy of organised marketing which will not only secure 
to the agiicultural producer a higher price for h.s enterprise hut 
ta the consumer a cheaper and more -ample supply of hom^ 

producecU sf • 
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. Not only that t^ere should be provision foF reflated markets, 
but a(so there, should be iniproveineni in cq^amunications. It. is 
the improved method of transport facilities which tend to mitigate ' 
the fiteverity of famines of the present day. It is esi^ential to a 
policy of agricultural revival and development that there should 
be greater facilities for transport by means of our rural roads, 
bridges, ferries and inland waterw'ays, and wliat the United States 
J.)epartmeiit of Agriculture says in this connection is well worth 
our attention : 

Improved roads are not a luxury to be enjoyed if we have 
the means and put aside if we have not. The fact is 
that we lose more by not improving them than it*cos1|i'' 
to improve them ; so that we may say that ive pay foi% 
improved road.H wlieiher we have them or not^ and 'Kfe 
pay less if we have them than if we hare noi,^^ 

LINES OF IMPKOVEMENT 

The most essential tiling* therefore is to see that the main 
roads of the country are adequate. We want roads not from the 
point of view of pleasure motoring, but from the point of view 
of agricultural and tiade needs. It must he borne in mind, and it 
is ^Iso a factor on which the Royal Commissioners on Agriculture 
have laid stiess, that for a revival of agriculture in India and the 
development of a great nation, wide organisation for the maketing 
of agricultural produce is very necessary. In order to achieve this, a 
re^lar system of colled ion of loads from individual farms must be 
organised. The producer of agricultural articles must be freed 
from the trouble of marketing. For this pui’pose there should not 
only be a complete organisation of selling arrangements, but there 
should also be a programme for tbe improvement of rural roads. 

There is yet another matter to which attention must be directed 
for the carrying out to success"* of the agricultural regeneration of 
the country. The cultivator should be assured of a reail security 
of tenure; otherwise, the saving derived from improved marketing 
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will ffo to the benefit of the InUtnord solelv. vA eounif policy ior 
the improvement of agriciiltnre to the benefit of all oonneoted with^ 
land mus}; consist of credit facilities, organised tnarketing and. 
security of tenure. TTnlehs the culti Abator can feeil assured of the 
rewards of his skill and labour bestowed on the land, no fai- 
reaching schemes of credit and marketing facilities will be of any 
avail. With security of tenure a good cultivator will he encour- 
aged to develop his land to the greatest possibilities, Iwtli as 
regards production of food and .unploymeiH of lahotir. 

The piohlcn. of marketing williout setting up Cential Selling 
Organisations by irieans of co-()ii"^iat*A’c ciedit iacii'tie«‘ is net en^y 
of solution. Tlieio should be an ^i ga’M nation set up in every 
district to contiaet with Ihc piodnc^i his out pal at a ])rice bearing 
relationship to the pies ailing retail pri Tt is only then that 
the piodneei’ (*an be lelieA'^ed of all respoiisibilit\ of marketing? 
it should oe done bv an agencN and the co-operative selling agency 
can perform this voik better than anv other intermediary. W^ith 
marketing and (-edit facilities, better me^.ns of transport and 
selling facilities and secuiity of tenine, cost of productiem will be 
reduced vitli the ultimate adA^antage of lessening the price of 
materials to the (‘onsumer. 
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Bhupatt B. Mukherjee, 

G. B. B, College, Mnzaffarpur 
SUMMARY 

Hie iiiarkeiing of A grri cultural goods in India is extremely 
disorganised. The margin between wholesale and retail prices is 
very large. Several attempts to improve this state of things have 
failed. Success in this direction can be achieved only when 
marketing is converted into a comrauniiy function. A plan of 
marketing Associations on Co-operative lines has been suggested 
and tlie formation of a Markets Bureau in charge of a Director 
of Markets has been advocated. 


The ‘‘ Times in its issue of the 17th thily, 1922, remarked: 

The greatest weakness in agriculture is on tlie business side 
of farming. The systems of marketing are lamentably defective 
as is shown by the wide margin between wholesale and retail 
prices. The producer does not receive sometimes more and occa- 
sionally less than half of what the consumer pays.’’ This is 
quite applicable to the agricultural conditions in India. Owing 
to the absence of an organised market, extreme x)overty and 
ignorance, the Indian peasant is being robbed of the fruits of his 
labour. In a large majority of cases, the cultivator is compelled 
to sell his crop immediately after the harvest in order to pay off 
his debts, which, in many cases, are liquidated by the surrender 
of a part of his produce. Bad roads and unregulated small hats or 
village markets all over the interior, stand in the way of the 
free play of the forces of competition bringing about an uni- 
formity of price in the same market. The prices are determined 
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not so much by demand and supply as by the necessity for monej 
of the cultivator and ti.e cleverness of the purchaser. The evils 
resulting from individual bargaining in the labour market are to 
be found in the marketing of agricultural produce in India. The 
wide margin betv’een -wholesale and retail prices gives an idea 
of the middle-man’s profit and also it throws a side-light on the 
4fifective system of marketing. T mad*' a calcalntion of the 
middle-man’s profits over one coinmo.li^x , >i7.., Hite, in the Tirhut 
Division in 1921 and it amounted It/ a1>on. Rs. Jlft lacs, while a 
stndy of Wheat prices in Biha' showed that one seer of wheat 
purchased by the middle-man t.oin c’llf it ator at He. 0-1 3 is sold 
to the consumer as Atto .0 Be. (1-3-^, leavng a gross profit of 
2 annas per seer, or dedut^i.ig tbe necessary et>st of tianspOTl, 
weighing, luilliug, etc., tb'‘ net j/it/ht ot the middle-man amounts 
to Be. 0-1-3 per seer. Thtn the pioducer gets only 33 per eent 
of the price paid hv the eonsuiner, while the middle-man pockets 
an equal or larger share. 

This disorgarisation of niitikeiing in India is mainly due to 
the fact that the middle-man in addition to his legitimate duties 
functions also as the financier of agricultural operations. This 
gives the middle-man unlimited opportunities to increase his 
profits by all soils of questionable metliods. In the Punjab, the 
landowner is indebted to the Ahrlie^ (Commission Agen'fe) of the 
1/om/is (markets) and is compelled to bring his crops to him. 
The \lirfi buys cheap and further gains from interest on loan and 
from commissions and other imposts charged on sales. Besides 
this the pioducer has to pay for the PaleAar, the Chan<,ar (who 
separates the dust from the grain), the Tohhr (weighman) and 
also for the Lnn,r, (cook)..the Bhhti (water-carrier) and the 
Sweeper In the Mn 7 affaipnr District in the tobacce trade, the 
liddle-man takes one bundle of tobacco leaves for every maund 
.eicrhed as CrhH (counting charge), while he takes another bundle 
as Gar,oni^li charge. He usually sits on a bundle of leavM wben 
the weighing is done and this bundle too is taken by him J 
Baithai A further evil is the use of a large variety of^ weights 
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in the interior whieli vary wideily from district to district and 
which stand in the way of the quotation of prices in retail trade 
over a lar^e area. In North Bihar, the standard 80-tola weight 
is rarely used in ihe villages, and in many eases a peculiar 
22-g(mcla or 88-tola weight is used in grain trade, which results 
in 10 per cent loss to the seller. Attempts to improve the grad- 
ing of the coniinodities and to prevent adulteration have so far 
met with little success, except in some specialised commodities as 
Jute and Cotton and Wheat in the Punjab. This lack of grading 
is mainly due to the ignorance of the cultivator and the absence 
of any control over the sales. 

The only method of imiiroving this state of things is bv ihe 
formation of Marketing Associations. Through this agency the 
community as such performs its marketing function and what 
the individual tries to p(u*form ineffectively is (’.onverted into a 
community function. Attempts have been made to star! these 
organisations on a co-operative basis in various parts of the 
country with varying results. The Punjab has got a large num- 
ber of Commission Sale Shops in Lyalljinr, while in Bombay 
Presidency there are over 80 Cotton Sal(‘ Societies at work. 
Bengal has recently taken uj) the organisation of Jute marketing 
on (! 0 ^operativ(» lines. Much progress does not appear to have 
been made in the co-ojierative marketing of Eice, which is by 
far the most im^iortant cro]). The difficulties of regulating ihe 
market of siudi a croj), which is so extensively grown and by 
people who are so very weak financially, are indeed very great 
but any improvement of the conditions of marketing of this 
is bound to improve the economic condition of a large majority 
of the cultivators. 

The present method is to form a Sale Society composed of at 
least 10 members, and then with borrowed funds either to pur- 
chase the produce of the members or to stock them on the com- 
mission basis, and then to dispose of the commodity when the 
market improves. Such an o-rganisation requires for success a 
management which possesses business ability of a very high order, 
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and failui'e af of these societies is due to their inability either 
io serve or to maintain efficient managers. Success in this direc- 
tion can be achieved only when these individual societies are 
federated into District W'holesale Organisations which can ait'ord 
to api)oint suitable staff and which can establish connections wdth 
the different markets of India and of other countries. 

Market regulation has been attempted in Berar and Bombay, 
and the iloyai Agricultural Commission has recommended an ex- 
tension of this system. Beiai p ovides for a Market Committee 
composed of reiaesentatives of tlie departments of Agriculture and 
Co-operation and the traders and grnvers The functions of the 
Market Committee include the p’ovmtidi of fraudulent weigh- 
ineiit, posting of prices and framing of rules fur the control of 
brokers. These coiumitlces therefo»e exe’^'cise the powers of 
negative conti’ol giving the producers and I uyers all possible 
facilities to carry on their trade. They do not cure the basic 
defect of agricultural marketing in India, viz., the inability of 
the producer to hold up his produce for better terms. 

In order to secure tlie j^roper remuneration to the cultivators, 
something mor<' ihiui mere negatives control is necessary. The 
s(ta]e of oi>orations wdiicdi tlie co-operative society can undertake 
must be s\ifficionfly large so as to ensure the economies of large 
scale business. The bes< imdffiKl of gaining this object is by 
combining ihese two, tin* c()-o]>em1iv(* sale society and the market 
committee. 

There should be a ^larketing Association in a definite area 
comprising say 10 villages. Tin* membership w^ould be open to 
these villages wffio would send their Pafels, Jethraiyafs or Elders 
a.s representatives to the Association and eontrilmte to its funds 
in the form of shares. The association would select a place where 
the buyer and the seller can very conveniently meet and transact 
business. Accommodation can be piovided for the storage of 
commodities wdth facilities for weighing. ,Tt must insist on the 
use of standard w^eights. The rules of the market will penalise 
any attempt to cheat and the use of unfair methods. The asso- 
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ciatiaii will get quotations of prices daily or three times a day 
from the Central Association in the District Headquarters, and 
it will airange to draw the attention of the members to the crop 
forecasts published fiom time to time and explain their full signi- 
ficance to them. It will gradually insist on pure, unadulterated 
goods and introduce gradation of commodities according to 
standards prevailing in the pmvincial markets, it may airange, 
wherever necessary, for the transport of the goods from the village 
to the market and from the market to the headquarters mai^ket 
or if it is intended for desi>atch, to the railway station. Brokers 
must register their names and deposit some amount as security 
and they must abide by the rules made for their guidiinco. In 
addition to these functions, the assocdatioii will finance those 
agriculturists who are compelled to sell their produce at a dis- 
advantage. These loans will be given only on the recommenda- 
tion of the representatives of the village and in no case will the> 
be given out unless the commodity is kept in custody of the 
Market Association and not more than (>() per cent of the price 
will be given as loan. This will not only result in checking 
I)rofiteering, but it will serve to extend the marketing period and 
area and prevent violent fluctuations in supply. On all sales, the" 
association will realise a reasonable charge as commission. The 
law should provide that no sale or j)urchase of produce can take 
place for trade purposes, unless it has been conducted either in 
the market or under the auspices of the Marketing Association, 
and no bag or bale or package containing these articles will be 
allowed to be eanied either in headloads or in carts, unless it 
bears a certificate of the association testifying to the quality and 
the quantity. This policy of centralisation may appear to be an 
undue interference with the freedom of trade but it is of the 
greatest importance, as without this pooling of the produce, it 
will not bo possible to secure for the cultivator the legitimate 
return for his labour. The Village Marketing Association will be 
managed by competent officials whose work will be supervised by 
a committee of members. The Village Associations will be group- 
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ed under a Central Association located at the headquarters of the 
District or Subdivision. These Central Associations will secure 
funds in order to enable the Village Associations to advance them 
to the needy cultivators. It will secure orders for the supply of 
commodities and arrange for their proper transport from the 
villages to the destination. It will further obtain daily quota- 
tions of prices from the Provincial Maihcts Bureau and commu- 
nicate them to the constituent markers. This Bureau will be 
composed of a small number of the repres(?ntatives of the Dij^trict 
Associations and it will be placed in charge of f^n cflf'cial to be 
called the Market Director. The ^unctions of this Bureau will be 
to gather and disseminate informatioii carntnaiing sup})ly, demand, 
prevailing prices and commercial movements of agricultaral pro- 
duct. The Market Direct oi will organise '“nd promote co-opera- 
tive associations ^or marketing. He will foster and encourage the 
standardizing, grading, inspection, labelling, handling, storage 
and sale of any such products. The different Market Associations 
will look up to him for settling any disputes or will seek his 
advice for assisting them in the commercial and efficient distribu- 
tion of such products at fair prices. The Market Bureau will 
keep Commercial Correspondents at the different important markets 
of India who will study those markets and send regular reports. 

Thus a pooling of agricultural produce and its marketing 
tlirough well -organised Marketing Associations based on co-opera- 
tive principles are essential for the improvemeni of the economic 
condition of the cultivator. 
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BY 

Mr. K, Chandy, 

V IcS’-CJifincMory Mysore Univetsity. 

Tour Higliness, Ladies ani], (ieiilleuieii, 

It is iny proud privilege is %e Vice- Ohancel'lor of the 
Mysore University to welcome the 12th (\mfejenee of the Indian 
Economic Association to the beautiful cily of Mysore. Some of 
you have vilready, thanks to the foresigfht of our enthusiastic 
Secretaiy Mr. N. S. Subba Bao, seen many of the noteworthy 
places in this Slate. A hand-book dealing with matters of im- 
poHance connected with the State has been placed in your hands. 
His Highness the Yuvaraja, in the illuminating and most sug- 
gestive speech that you have just lisleiied to, has told in felicitous 
languag'^e how, in the course of halt a century, a steady endeavour 
is being made to develop the economic and moral consciousness 
of the people. I trust that all of you will be able to see for your- 
selves moie of this country and its people before you leave us. 
It will thus be quite superfluous for me to tell you anything about 
Mysore. I wish, however, to repeat to you w^hat I told the World^fi 
Students Christian Federation which met in this Palace less than 
a month ago, that we in Mysore are proud of our country and 
of our Maharaja, whose fame has spread all over India and 
elsewhere for his far-sighted statesmanship. His Highness the 
Yuvaraja, who is in our midst to-day, has endeared himself to us 
by his active sympathy with all liberalising and progressive 
movements. I welcome you to Mysore on behalf of the University 
which I have the honour to represent during the absence on leave 
of our eminent Vice-Chancellor Sir Brajendranath Seal. Our 
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University was founded in the middle of the Great War at a time 
when the whole Empire w'as mobilising* and turning* to the utmost 
use every resource that it had. Here in Mysore, the State and 
the University have been endeavouring to mahe use of all our 
resources for deveiloping the weailth of the country and the well- 
being of its people. As regaids the University, from its inception, 
the idea has been steadily kept in view of making it a regional 
University suited to the needs of the inhabitants of Mysore. We 
have endeavoured in various directions to co-ordinate academic 
study with piactical life. From the date of his appointment, Sir 
Brajendranath Seal has never lost an opportunity to preach the 
need for such co-ordination and in this he has been supported 
throughout by the Government. Heads of Government depart- 
ments in Electricity, Givil Engineering, Architecture, etc., have 
given us the benefit of their knowledge and experience and Univer- 
sity Professors have similarly been made use of by Government 
in the departments of Archaeology, Geology, (-hemistry, etc. The 
head of the department ofp Geology in the Government is himself 
the head of that depaHment in the University. You are aware 
that the Secretary of this Conference, Mr. N. S. Subba Rao, was 
the Principal of one of our Co^lieges and Professor of Economics 
when he was appointed to the Tariff Board. One of our Professors 
Mr. Madhava seived as Secretary to the Committee appointed by 
Government for considering the question of State aid to Industry 
and another Mr. D'Souza, who is now the head of the department 
of Economics, acts as Secretary to the Committee for drafting a 
Trades Union Bill. For the B.A., and M.A. Degree Examina- 
tions, students of our University are allowed to combine 
Mathematics, Statistics and Mathematical Economics along with 
Economics with the idea of making their knowledge of practical 
use to the countiy. Our professors and students are also attempt- 
ing to get into direct touch with the masses in the country. We 
have a regular scheme of extension lectures, many of which are 
delivered in the vernacular of the country on subjects of scientific 
and human interest. Under Mr. D^Souza’s supervision, a dozen 
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vMagres have been surveyed by our students as regards their 
economic aspects and 250 family budgets have been collected. Our 
research scholars are engaged in an enquiry into the Mortgage 
Debt of certain taluks in the State. These are matters connected 
with our University life whicli 1 trust are iiiieresting to you. 

It is not an easy matter for one like me, w^hose work lay in 
other fields, to interest a body of experts on an^ aspect of the 
subject of their own study, and 1 si ill not attempt that impossi- 
ble task. As, liowever. tlie University is welcoming you not 
merely as Ei‘ononiists but also as interested part- takers in the whole 
life of India. 1 beg leave with considerable irepidation u> speak 
about one particular aspect of Economics. 

There was a time not very long ago, wlien Scie'ice was 
considered to be matter of immutable lavs and the only exponent 
of reality. Pecent^y, however, the view^ point of scientists is rapidly 
changing. Professor Eddington, for instance, says that physical 
laws thro^v no light on the nature of the material of the world, 
that Science gives only knowledge of structure and the stuff of the 
world may appropriately be called “ mind stuff/’ Mr. Sullivan 
says that the Quantum and the Wave theoiy are mutually contra 
dictory and cannot be explained by any general law, that it might 
happen that the scientific adventure might itself have to be given 
up and Science is only adventure and not an inevitable acquisition 
of new know^ledge. Some modern Psychologists are questioning 
even the autonomy of one’s personality Whether each of us is 
the same autonomous entity or different streams of consciousness 
or varying personalities at different times is being questioned. 
In Economics, you are aware that a generation ago, they talked 
of the laws of Wealth as if they were of the natui’e of physical 
laws and not merely “ tendencies ” which are mostly capable of 
being manipulated by the human wdll. These laws were being 
announced with almost pontifical authority and there seems no 
doubt that the idea that prevailed that the law of Supply and 
Demand, of Competition, and other such laws as also the Laissez* 
faire theory have some value or foix'e in themse^lves which ought 
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not to be interfered with, has to answer for a great deal of the 
misery that exists ut present. Economists of the present day, 
however, are inclined to range themselves among creative thinkers 
who attempt to find the wisest solution suitable for the times for 
each phase as it occurs. There was a kind of harmony, however 
crude and defective it might be, in the ancient and mediaeval 
world; but the modern world has yet to find its harmony and it 
is a function of the economists to help in that process by attempting 
to bring order out of the chaos that unrestricted competition, 
unimaginative capitalism, the exploitation of the weak, the 
machine mind and other similar legacies of the last century have 
caused. Without identifying oneself with any particular “ ism 
that is in vogue, it is being recogmised to be a clear duty that all 
the factors, physical and psychical, that enter into the problem 
of production and consumption of wealth should always be consi- 
dered with the definite objective, of helping in a creative synthesis 
for the welfare of our fellowmen. It is being realized that a 
person who amasses wealth by exploitation and by grinding the 
face of the poor is not to be regarded as one following the laws 
of supply and demand, a man of initiative and a captain of 
industry, but has to be condemned as a criminal against society. 
One of the few real laws of wealth is the law that wilful exploita- 
tion of the poor automatically creates forces of destruction. And 
in all constructive thinking, it will therefore be perfectly safe, 
and I may add economically sound, to be biassed in favour of the 
poor. Wealth and the human personality are both plastic entities; 
public opinion or the regard of one’s fellows has always been and 
will always remain a most important factor in moulding society 
and conditions of living, and the mere attitude of learned eco- 
nomists towards problems of the acquisition and consumption of 
wealth will itself be actually creative of the conditions that they 
desire to bring about. 

I believe that the idea that this is a static wor^ld and that 
unchangeable laws govern it is being finally given up and the 
dynamic nature of the world seems no longei a matter for doubt. 
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Ifd one can or need grasp this scheme of things entire for refashion- 
ing it, but to be creators in a dynamic wor^ld and by clear thought 
and creative effort, to improve steadily the actual conditions of 
living is an adventure that is possible and as worthy as the 
adventure of Science. It seems to be on these lines that modem 
economists are engaging themselve. in their high calling, and 1 
wish their representatives who are assembled here, gods])eed in 
this noble endeavour. 

With tliese few words let me once again welcome you to Mysore 
and to its Tlniversitv. with all tyiv hpart. 



SPEECH 


BY 

H. H. The Yuvaraja of Mysore, G.C.I.E. 

Gentlemen of the Indian Economic Association, 

I am very glad, on behalf of His Highness the Maharaja, to 
welcome to Mysore so many distinguished members of your 
Association, including representatives of a round dozen of Univer- 
sities, of almost every Province in India, and of a number of the 
more important of the Indian States. I am especially glad to 
welcome representatives from our sister country of Ceylon. And 
I am sure that our young University will be very proud to make 
you free of its portals, as the members of it will be eager to gather 
up the wisdom that is to be found in your papers and debates. 

Your functions have been described as being the study of 
man's behaviour in getting his liveliliood, and the prescribing of 
remedies for all the economic ills that may affect the body politic. 
This being so, I am inclined to think that, while it was a happy 
thought for us, it was at the same time no bhd choice for you when 
Mysore was selected as the centre for your session of this year. 
My reason is this. In the scientific study o? diseases, it is desir- 
able, on the one hand, to avoid ihe very complicated cases in which 
symptoms of several diseases are present at once, with the result 
that it is difficult to distinguish the one from the other, as is the 
case with the problems of our great industrial cities. On the 
other hand, you have been warned against the danger of too much 
simplification and abstraction such as results in producing that 
soulless Eobot, the economic man, whose machinery needs no 
medicine but lubricating oil. I think you will find in the State 
of Mysore the happy mean between these two extremes, — a State 
abundantly endowed by nature, homogeneous in its population, 
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continuously under Indian Government, and a Statoan' which for 

*rl# 

over half a century a continuous struggle has been made to produce, 
not an economic man but a race of economically conscious 
individuals. 

Mysore, as I have said, is abundantly endowed by nature. 
Under the surface of the earth, in some cases in mines which go 
deeper than almost any others we know of, it possesses a variety 
of minerals the list of whicdi reads likt^ a veise from Revelations; — 
Gold, chrome and magnesite; green-stone, iionstone and porphyry; 
dolomite, serpentine and felspar. On the surface, *f hci soil is not 
specially fertile, she has a climate under wh^cb it is possible to grow 
a greater variety of pj oduce than in ahnos^ any part of the worfld : 
rice, jolam and ragi ; tea, colfee and cardamoms ; apples and 
oranges; sandalwood and mulberry; and e\cry variety of forest 
tree and garden produce. She has two monsoons and abundant 
rivers and tanks, which have been used foi* generations for irriga- 
tion purposes. Her Amrit Mahal cattle formed the chief army 
transport of a hundred years ago. Her slieep have been known 
for their mutton, and in a less degree for their wool, for genera- 
tions. 

Her people have been described by His Highness the Maharaja 
as sincere, liberal-minded, intelligent and industirioiis. Several 
of them have achieved high distinction in the arts, especially 
painting and music. In her Representative Assembly she has the 
oldest representative body in all India, and her later constitution 
has been described by Lord Ronaldshay as a constructive contribu- 
tion towards the solution of the problem of Indian Government. 

I have said that there has been a continuous effort for nearly 
half a century to make her people economically conscious. As long 
ago as in 1881, Dewan Rangacharlu pointed out that, no country 
can prosper unless its agricultural and manufacturing industries 
are equally fostered, and referred to the possibilities of the 
establishment of cotton mills, of the breeding of sheep for wool, of 
paper manufacture, of the cultivation of sugarcane and coffee, 
and of the spinning of silk, as means by which such a development 
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could be promoted. In 1890 Sir K. Seshadri Aiyar repeated the 
same story. ^ In 1903 Sir P. “N. Krishnamurthy did the same. 
In 1911 His Highness the Maharaja, in a stirring speech, inaugu- 
rated the Economic Conference under which all the subjects of 
the State were to work in unison, each giving what he could spare of 
wealth, brains or leisure towards the effecting of the economic 
security and vital efficiency of the people. In 1913 this Conference 
became a permanent body, and later a part of the regular constitu- 
tion of the State, and so it has continued ever since. Meanwhile 
the Mysore Economic Journal has steadily preached the gospel 
of the Conference, and has now reached its 170th number, while 
the Civic and Social Progress Association has carried on the social 
branch of the work. When thei'efore I read such a statement as 
that made to you by Sir Rajendranath Mukerji in 1927, that it 
is for business men and academic scholars together to heilp in 
securing for their country that increase in economic freedom and 
powei’ which will automatically endow India with the status of 
complete nationhood, I feel that what he was then appealing to 
you to attempt is very much what we have been trying to do in 
Mysore for at least fifteen years past. 

It would be an interesting study for some of our students of 
Economics to trace the history of the various activities that have 
been set on foot by the Economic Conference and estimate the 
measure of success that has attended them, and the causes of 
failure where they have failed. Wixs Sir Albion Banerji right 
when he said that it is not a mere idle dream that, under favour- 
able conditions, Mysore in the near future will be one of the most 
industrially and economically prosperous countries in the world? 
Or did the truth lie with Sir Visvesvaraya when he said that there 
is a yearning for the old ideals and a half-hearted acquiescence in 
the new, and that, on the whble, the genius of the people is for 
standing still? Or does the truth lie between the two? The 
failures are very obvious to us, especially to those of us who have 
invested money in them, and I think perhaps they are apt to 
obsess our minds, and the minds of our visitors, to the obscuring 



SPEtCH 


608 


of the successes. It has become such a matter of couiiso for us 
uow to attend the Cont»ocations of our University, to draw cheques 
on the Bank of Mysore, to get boolcs from the splendid libraries 
with which we are equipped, to see electric lighting installations 
continually being extended, to attend the Dasara Exhibitions, 
to watch the activities of the Department of Tndustries, the 
Agricultural Schools and the Chamber of Comnibrce. to sleep under 
Mysore blankets, to get up to w-sh ourselves with Mysore soap 
and to clothe ourselves in Mysore silk that we are apt to forget 
that none of these activities were in existence before His Highness 
'the Maharaja inaugurated ilie Ecoi oinic Conference. All this 
and very much more has been ti)e lesuJt of active co-operation 
between economists. Government officials and business men. Tliere 
is an infinite amount still remaining to be done, but at the same 
time I do feesl that we caxi present for your scrutiny the results 
of a continuous period of co-operation in the economic field of 
which Mysore has no reason to be ashamed. 

On two of the three subjects which you have set down for 

your discussions at this session we look to you for much advice 

and help. In the case of the third, “ Land Tenures,*^ I observe 

% 

that three of the four papers to be read deal with the tenures in 
specific areas, where they are peculiar; while as regards the generall 
question, it seems to me that the trouble and disturbance attending 
a change are so great that it would need some overwhelming abuse 
in present conditions or some overwhelming advantage to l>e gained 
to justify it. 

On the subject of marketing, I am sure that our business men 
will gtladly seek your advice. Mysore is not only afflicted with 
aill the difficulties in respect of grading, prevention of adultera- 
tion and advertisement, or' the want of it, that afflict India 
generally, but has also a special problem of her own in that her 
progress depends to a great extent on those middle grade industries 
that stand midway between the old handicrafts and the new large 
scale high-ctlaas scientific industries; and the marketing of the 
products of these is always a very serious problem. 
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We are still more interested in the matter of imperial and 
local finance, a problem of which I should have been inclined to 
say that no ideal soilution was possible, were it not for the fact 
that one of your members is prepai'ed to offer us an ideal solution 
of the even more difficult problem of taxation. I sincerely hope 
that you may find a way of reconciling the conflicting interests, 
not only of the Imperial and Local Governments, but ailso (what 
is much more important to us in Mysore) of both these with those 
of the Indian States. 

In conclusion, may I say that I admire your courage and your 
optimisni in tackling, not only these three poHenlous subjects, 
but a series of no less than twenty-three papers upon them in a 
short session of three days? I wish you a most profitable session, 
and shall follow your discussions with much interest. At the 
same time 1 hope that, in spite of your heavy programme, you 
will not devote the whole of your time to them, but that you will 
spare part of it to the purpose of seeing and appreciating some- 
thing of the beauties of the city of Mysore and of the country 
round. 

Gentlemen, I wish you a most fruitful, and at the same time 
a most enjoyal)le, session. 
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Prof. V. G. Kyle, Poona. 

EOONCiMICS JN INDiA 

1 deem it a g’reat privileg^e to have been elected to preside 
over this, the T^velfth Session of the Indian Economic Conference, 
and my sense of gratitude is enhanced when I remember that this 
honour is a renewal of the confidence and the kindness the members 
of the Economic Association showed towards me at the Sixth 
Conference at Lahoie in 1923 in choosing me to pieside at the 
next session in Bombay, a duty which unfortunately circumstances 
prevented me from performing*. 1 congratulate myse!lf on this 
opportunity of making a survey of the position of economic studies 
in India and of expressing my views on the prospects of our 
work in the near future. 1 was one of those who keenly felt the 
need of an organization and a medium for the expression of thought 
for workers in the field of Economics in India and took a leading 
part in launching the Association and its Journal, and I feeil 
very strongly about the little that we haVe been so far able to do 
and the much that remains to be done in respect of the study and 
the teaching of Economic Science in general and the investigation 
of Indians economic problems in pai-ticular. It will be no exaggera- 
tion to say that perceptibly and im|)erceptibly Economics is vying 
with Politics in attempting to mould the destinies of humanity 
to-day ; and no occasion could be more appropriate than the present 
to take stock of our position in India in this respect and lay down 
lines for our work. 


605 



606 


V. G. KAtfi 

You will all agree with me, I am sure, when I say that the 
paucity of professed economists who have attained eminence in 
their special province and of their scientific output, is not a matter 
of which India can feel proud. The serious drawbacks of our 
whole educational system and the inadequacy of the constitutional!, 
the academic and the financial provision made for higher studies 
by our Universities are too patent and too often discussed to need 
reference at my hands. And what is the position to-day P In 
spite of the fact that Economics has figured as a subject for study 
at our colleges for over two generations, there are hardly any 
scholars among us whose names may be mentioned with those of 
the many renowned professors at the Western Universities. At 
those seats of learning savants have been actively working from 
their professorial chairs for more yeais than many of us have lived 
on this earth. Professors at our colleges in India have taught 
undergraduates and retired to their European or Indian homes 
without leaving any traces of their infiuence or their work. 
Marshal, Nicholson and Cannan, Fisher, Clark, Taussig and 
Seligman, Walras and Gide, Schmoller, Wagner, Monger, the 
Webers, Brentano, Span and Diehl, Wicksel and Cassel, Loria 
and Pareto, to mention only a few names, are thinkers most of 
whom have built up traditions, founded schools or systems of 
thought and spread inspiration which is gratefully acknowledged 
even in India. The steady, annual outturn of research and 
discussion in the field of Economics in Western countries is 
enviably varied and large; and our soil is comparatively barren. 
These observations are hot the outcome of undue pessimism or 
exaggerated self-depreciation, but only a frank statement of facts, 
and they have a special significance in view of the high apprecia- 
liion I feel for, the few Indian professors who have been doing 
commendable work in the midst of difficulties and of the decidedly 
cheerful prospect that I see opening before me. 

The history of economic thought in other countries suggests 
that when there is an intellectual upheaval and excitement and 
provocation of surrounding social and political conditions and 
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when there are urgent national problems to solve, thinking^ minds 
are driven to apply themselves to the discussion of economic 
questions and to impart their ideas to others. Prof. Seiligman 
tells us^ how this was trut of the rise of schools of economic thought 
both in the United States of America and in Germany. He says : — 
“ Just as the economic problems of the new German Empire on 
the close of the Franco-German war gave a prodigious impulse 
to the development of economic sciencl' in Germany so was a like 
movement accomplished in the seventies of the last century in 
the U.S.A.*' It IS worth noting that there was no adequate 
provision for economic teaching in the States in those days and 
that England and Fiance were no better in that j’espect. American 
students, therefore, resorted to German Universities rnd studied 
at the feet of Enies at Heidelburg, of Roscbrr at Tieipzig and of 
Held, Wagne’" and Schmoller at Berlin. On their return to the 
States, these young men were appointed to the chairs of Economics 
which weie created for them at the leading American Universities. 
The seed thus sown in a fertile soil has grown into a wonderful 
crop of researchers and scholars who are liberally encouraged and 
patronised in that wonderfully wealthy country. Everything in 
that fortunate land is on a large scale; and the study and teaching 
of Economics is not an exception to the general rule. Provision 
for the teaching of Economics is made there not only in the 
Universities and colleges but in the higher classes in the high 
schools. In the Columbia University the/e are between forty and 
fifty teachers of Economics. The interest taken by the educated 
American public in Economic Science is so deep that the American 
Economic Association has over three thousand members, and the 
membership of the Academy of Political Science runs to between 
six and eight thousand. These figures alone should make us pause 
and think. Millionaires like Carnegie and Rockefeller have 
founded chairs and institutes for the work of economic research 
and study. 

1 FeBtgabe fur Lujo Brentano ; “ Pie Wirtsohaftswissenscljaft nach 4em 
Kriege,’' 
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The state of things in France has been different and we, in 
this poor and buckwaid country, may draw what comfort and 
moral we can out of it. The venerable French savant, Char*le8 
Gide, graphically describes^ how Political Economy in his country 
has, on the whole, remained loyal to the tradition of the Classical 
School, how the orthodoxy was maintained intact, for years, under 
the rigid control of the narrow and exclusive Institute or 
‘‘ Academy of Moral and Economic Sciences,’^ how till the year 
1878 there was no provision for the teaching of Economics in any 
llniversily in France, the work being done at independent collegiate 
institutions, how after that, Economics came to be yoked with 
Jurisprudence in one faculty and how it was feared that this ad- 
mission of the science into the sanctum of the University would 
open the door wide to heretical dogmas from Germany. Till the 
beginning of ihis century the instruciion in Economics imparted 
in the colleges or collegiate high schools was ill-calculated to 
stimulate a genuine love for the science or the deveilopment of 
economic thought. As in India, the professors had to prepare 
the students for examinations and had to go through a course 
prescribed by the Government. II is duiiiig the last twenty-five 
years that the basis of instruction has been widened and the pro- 
fessors have obtained freedom owing to the introduction of the 
doctorate. Even now the average French student cares to attend 
only the obligatory lectures useful for his examination and gives 
the go-by to the others, the ‘ free ’ ones. Gide humorously relates 
how some foreign students, who went to attend his lectures and 
feared they w^ould find no room in his class, were surprised to 
see that there were hardly fifteen pupils attending! The French 
student chooses his professor only with an eye to his examina- 
tion, and a professor, however renowned for his learning, cannot 
attract pupils by his attainments or scholarship. His moderate 
income is independent of his fame and the number of his students. 
In spite of these unfavourable conditions, Gide maintains, the 

2 Fefltgabe fur Lujo Brentano ; “Pie Wirtschaftswissenacbaft nach 4ein 
Kriege,” 
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litarary output of French economists is by no mfoans small, and 
can compare favourably with the outturn of other countries. 
Pure ecoflomics is, in France, an unproductive branch, but ques- 
tions of social reform end of economic policy are actively and 
widely discussed. In fact, this is a striking characteristic of the 
country. 

Until very recently, Indian professors were expected only to 
cater for the needs of undergi*aduat''s piepaiing for the degree 
examination, the level of teac'hing amJ ::tudy was very low and the 
facilities at the colleges were extremelv poor, the Universities con- 
tenting themselves witli prescribing the courses of instruction and 
examining candidtates. (niiside ^hc colL^ges and the Universities, 
the impulse to the investigation and discussion of economic prob- 
lems came from, the political and social conditions as they 
steadily developed in the country. Chronic poverty and recurrent 
famines, the laissez-foire and Iniesez-passer attitude of the State, 
the land revenue and currency poilicies of Government, the grow- 
ing indebtedness of ^he peasantry, over-centralization of adminis- 
tration, famished provincial finance, cotton import and excise 
duties, the salt tax, the decay of indigenous industries — were mat- 
ters which chiefly attracted public attention and evoked discussion, 
and Dadabhai Naoroji, Ranade, Romesh Dutt and Gokhale became 
exponents of independent economic thought in all such directions. 
Pure Economics found no devotees, and economic history and eco- 
nomic policies absorbed the attention of such few students as the 
unfavourable conditions in the country produced. This tendency 
also finds a parallel in the development of economic studies in 
France. 3 Apart from political organizations which made it their 
business to mould public opinion on economic problems, there 
were neither associations nor journals which devoted themse^lves 
to the study of economic theory, the investigation of economic 
conditions and the suggestion of Government x>oilicies. In the 

3 “ The French have little taste for pure, abstract economic thought and 
such as were, in the beginning, inclined that way, soon abandoned the conrse 
and turned to questions of social and economic policy; Cournot and Walras have 
founded no school. To cite my personal example, I was bound to Walras by 
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absence of initiative and power of any kind to mould things, 
mental depression and intellectual lethargy reigned supreme. This 
state of things persisted for years, and little was done either by the 
Universities or by enlightened public opinion to improve it. 
Indian economists and publicists found no place on the committees 
and commissions which were appointed from time to time to en- 
quire into various questions of economic and general public in- 
terest. They were thus deprived of the opportunities to handle 
such problems from the theoretical and the practical points of 
view; and Government and the Nation lost the benefit of the touch 
with the realities of Indian life and sentiment which they were 
best calculated to supp'ly. The atmosphere within the Univer- 
sities and outside was, in this way, not very congenial to the out- 
burst of economic speculation or to the formulation of plans of 
economic and social reform, though the little that was achieved 
in the unfavourable conditions, left no doubt as to the latent pos- 
sibilities of the nation in those respects. It is needless to refer 
to such work, of Ranade, Dutt, Joshi.^ 

But let me hope that we are leaving this depressing past be- 
hind, that a new era has now dawned and that the future for the 
cultivation of the science and the practice of Economics is more 
encouraging. It is a welcome sign of the times that our newer 
Universities have provided for post-graduate teaching and re- 
search in Economics as one of their regular functions, and Uni- 
versity professors have been appointed to guide and control the 
work. The undergraduate teaching too is being made more effi- 
cient and practical. The o'lder Universities have also begun to 
appreciate the importance of affording to young men opportunities 
for higher studies in the social sciences and training in the app^li- 
cation of their laws to problems of national life. Few will, how- 

ties of intimate friendship and he hoped to secure in me a pupil, but circum- 
stances have driven me to associate myself with the co-operative movement which 
has, in course of time, completely absorbed me.” — Gide in Festgabe fur Lujo 
Brentano. 

4 Banade : Essays in Indian Economics ; Dutt ; India under Early British 
Buie and India in the Victorian Age ; Joshi ; Writings and Speeches. 
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ever, be found to doubt the inadequacy of the arrangements which 
most of our Universities have been able to make in this conneo 
titto, and it will be readily admitted that the influence of the 
University and college professors has scarcely yet begun to tell 
on the minds and Ihe lives of the student world and the public. . 
Some of the Universities still continue in the old rut; and students 
are able to obtain the highest degree iii Econojuics by cramming 
a few books. The awakening- is, however, there, and the Uni- 
versities, the governments and the publici will have to make every 
earnest effort to promote this movement so essential ro the best 
interests of the progress of the country. Sjcondly, we have now 
as University professors men who have undergone training at 
foreign Universities and are qualified to 'mprrt to their pupils 
the spirit of search for truth, of industry in collecting and mar- 
shalling facts and statisti'is and of scientific accuracy and inte- 
grity in interpreting them and drawing conciusions from them. 
The thirst for knowledge, the habit of investigation and the pen- 
chant for discussion, which ^were so characteristic of the world of 
learning in India in olden times, must l)e revived, and there 
could be no better means of achieving this end than the introduc- 
tion of the Western spirit of work in our Universities. 

It is again a welcome sign of the times that, to judge from 
the appointment of Economic Experts on the Fiscal Commission 
and the Ro^-al Commissions on Indian Currency and Agiiculture, 
as also on the Boards of Enquiry into the application of industries 
for protection, that Government has given up its old policy of 
exclusion. Experience of war-time and of the post-war period of 
reconstruction, has fully demonstrated the value of the co-opera- 
tion of trained economists in solving economic problems of na- 
tional and international intfsrest. It is to be hoped that the assist- 
ance of economists will be sought in the future in an increasing 
measure in India to the benefit of the Government and the people 
of tie country. At the Bombay Session of this Conference ten 
years ago, I ventured, in the course of a Paper, to suggest that 
an eoonamist should be regularly associated with the Revenue 
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Officer periodically deputed to make proposals regarding Jlie re- 
vised settlement of land revenue so that the problem could be 
thoroughly and scientifically dealt with. The suggestio^n did not 
then appeal to .many, but certainly the serious troubles we have 
had recently relating to lents and revenue were not needed to 
show the importance of a comprehensive, thorough-going and 
systematic investigation of a question which affects the lives of 
large numbers of cultivators. Economists have a part to play in 
such matters which cannot be alllowed to be exclusively dealt with 
by Revenue and Judicial officials. It is to be hoped that the 
busintts’s community too is beginning to realize that a knowledge 
of economic theory is not superfluous to the successful working of 
industries and trade. Recent discussion of the policy of Govern- 
ment in relation to Currency and Exchange and the claims of 
certain indigenous industrial enterprises to State encouragement 
and assistance, as also the prevailing labour unrest, ought to 
make this clear if it has not already dawned on the 'minds of 
our capitalists. Jsor can our press and politicians afford to ignore 
the teachings of Economic Science with respect to the ideals they 
preach and the measures they propose for adoption by the Nation. 
There are indications that in this regard too a correct appreciation 
of the issues involved is slowly but surely penetrating the quarters 
concerned. 

No better index of the new economic awakening that is com- 
ing over the country can be found than the commendable effort^ 
which are being made in the different provinces to collect facts 
relating to rural and urban life. Middle class family budgets, 
the standard of living and the wages of the working classes, the 
different aspects of the agricultural economy, the co-operative 
movement, are some of the subjects which are likewise engaging 
the attention of several, among whom Government officials are 
seen to take a welcome part. The Papers which are read before 
our Conference are a significant testimony to the highly system- 
atic and useful nature of the tasks undertaken in this respect by 
the members of our Association. Here too is essential a close co- 
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operation of the Universities, tne Governments, the professors and 
the public if substantial results ai’e to be achieved. 1 may be 
permitted, without bein^ impertinent, to pay a tribute to the high 
level of the scientihc and practical work that is being* turned out 
by our economists, whether they ure members of our Association 
or not. A good deal of the outturn is indeed creditable and 
shows that we ai‘e treading the path of professors at the Western 
Universities. During the past few years, e^ery pari of the held 
has been taken up for expi oration, and economic history, economic 
theory and practical economics have oeen ably handled. I shall 
not mention tue names of the authors as yOu. are all familiar with 
them. What is now needed is the application both of the exten- 
sive and tne intensive methods to the work. Hesearch Associa- 
tions and Study Societies have been started m a few centres, and 
this activity requires to be spread and strengthened. Our own 
Journal is admittedly capable of improvement, and our member- 
ship must considerably increase. With our limited opportunities 
and resources, we, who are teachers of Economics and others who 
are otherwise interested in the subject, must do all we can to 
rouse general enthusiasm lor the science, make people appreciate 
the value of its teaching for the progress of our country and enlist 
the sympathy and support of Government and public alike for the 
cause we have espoused. There is infinite scope for our labours 
and ii will be a number of years of strenuous elfort before we can 
say that we have achieved something appreciable. Wherever one 
turns, one comes up with an economic problem— why, India’s im- 
mediate national future itself is one such big problem. We have 
to strive in the profound faith that we can usefully contribute to 
its solution. We must make our voice heard and must train the 
coming generation in the scientific ways of thought. The opti- 
mistic note traceable in the above remarks is obviously based not 
so much on what we are and what we have accomplished as upon 
what, given the will and the requisite opportunities, we are cap- 
able of achieving. It is more the promise than the performance 
which fills me with hope. The teachers have themselves to set an 
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example of hard, patient and earnest work which others may be 
expected to copy. There are arrears to be cleared up and a fresh 
account has to be opened. 

Now, what will be the aim, the principle and the method that 
we may beneficially follow in our scientific activity? The answer 
is fortunately available in the rich literary legacy which thinkers 
in the West have left to us. There is indeed a clash of opinion 
and a conflict of attitude which is often perplexing and annoying ; 
and it is a notorious reproach against the economists that of all 
scientists, they are the people who will not agree on anything, not 
even on the fundamentals of their discipline.® While there is 
some truth in this charge, a careful study and reflection will show 
that things are not as bad as they are painted,® and that a clear 
path is visible in the overgrown jungle of controversy. Even the 
natural sciences are not free from academic disputes and theo- 
retical vicissitudes, and in a social science like Economics, I am 
inclined to regard differences of viewpoint and method as a sign 
of strength rather than of weakness. We, of this generation, are 
fortunate in being able to survey with admiration, interest and 
instruction the grim battles whi(di the old schools of thought 
fought with one another and the successive triumphs and defeats 
tlie combatants won and sustained on the theoretical, methodo- 
logical and political grounds. The echoes of these fights are cer- 
tainly audible even to-day, and skirmishes may be seen still going 
on between the adherents and camp-followers of the old leaders. 
The economist of to-day can, however, obtain a better perspective 


5 S. Helander : “ Die Ausgan^^punkte der Wirtachaftswissesschaft.” 

6 “ It is often made a reproach against our theory that it is raw and incom- 

plete because there is serious contradiction with respect to its fundamental prin- 
ciple. One who studies the theory carefully will not accept this judgment without 
reserve. An inquiry into individual problems of theoretical economics will show 
that while controvertial points are not wanting, the new solutions, in spite of 
their divergence, tend to run in similar directions and that the gulf between the 
old and the new theory is not so difficult to bridge as is often supposed.** — ^Wolf- 
gang Heller : “ Die Entwicklung der Grundprobleme dervolkswritschaftlichen 

Theorie.’* 
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of things and can realize how each school and system has made 
its own contribution to the building* up of the structure of economic 
science as we have it t^-day. Thinkers are not wanting even 
now who will attempt a reconstruction of the science from the 
foundations to the top, on some novel principle^; but the general 
tendency is for the leading economists to reconcile the differences 
and to arrive at a common understanding with regard to essentials.® 
Dr. Marshal’s influence, for instance, has been exerted in this 
direction. The battles on the score of ideals and methods have 
been fought mainly on the German soil, and every ^ew y mrs, an 
author® has come out deploring and daecribing a crisis in the pre- 
valent state of ideas about Political Economy. 

The ba+tles of the economists raged chiefly round the iollow- 
ing questions: — What is the distinguishing xrinciple of Econo- 
mics as a science P Can it become an exact science in the sense 
in which the natural sciences are exact and are economic laws 
natural laws in the same sense? Has the science a goal of its own 
and can if pass judgments as to what ought to be and what ought 
not to be in accordance with its particular notion of ^ values *? 
What is the relation of Economics and social and political po>licyP 
Is the economir.t, as a scientist, competent to give advice as to 
the suitability or otherwise of measures of reform? Is the key- 
note of Economics individualistic or organic and social? Is the 
acquisition of knowledge and the formulation of theory in a cer- 
tain sphere of life to be the only purpose of the science, or is it 
calculated to be a guide for action as well? The classical econo- 
mists who rendered the inestimable service of founding our science, 
were driven to use the method of abstraction rather too much in 
their anxiety to discover * natural laws ’ ; and their coheeption of 
economic society became mechanical and individualistic. The 


TPor instance, R. Lief man and Cassel. 

8 Dietzel : ** Theoretisebe Sozialokomik.*’ 

9 PoWe : *■ Die frefrenwartige krieis,” 1911 ; and Stolzmann Der Eriait der 
hentigen Nationalokonomie," 192 ^, 
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* economic man ^ was the horrid product of this procedure and 
idea; and 'in their scheme there was no room for any motive or 
principle other than enlightened individual seilf-interest or for 
State potlicy, patronage and interference. A theory, when it is 
first formulated, appears to conform to the conditions with which 
the author is familiar and to his own ideals and philosophy of life. 
So was it with the orthodox school; but it was soon discovered 
that their theories did not square with the social conditions as they 
developed in Eng^land itself, and the good of the community which 
was expected to resiilt from individual iibeity in exchange of 
activities did not appear to materialize in the case of the large 
mass of the people. 

^ The reaction against this atomic individualism was started 
by the Bomantic School, led by Adam Muller, who pitted against 
it the conception of universalism. According to this school, eco- 
nomic life, which is only a part of social life as a whole, cannot 
be dealt with in isolation without detriment to the community. 
Tliey went hammer and tongs at the capitalism, the competition 
and the hankering for gain which characterized the thoughts of 
the Classical School. National exisience itself in its totality 
is the true wealth of a nation.^' Each individuail productive 
power can produce only when it is itself produced by a higher 
productive power. If the State ceases to produce, then cease all 
the smaller productive powers with it.^’ When it is said that 
a thing has value, what is meant is that it has value in relation 
to the whole community.^' These statements are typical of the 
propositions laid down by Muller. List’s special contribution 
was the introduction of the idea of nationality and relativity and 
his substitution of the theory of productive power for that of 
exchange value.^® The most deadly attack on the Classical 
School, however, came from the Historical Schooil which condemn- 
ed the former’s abstract method of reasoning and its theories which 
appeared to be so far removed from reality. The younger His- 


10 Artur Sommer : “ Friedrich Lists System der PoUtischen Okonoroie,” 
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torical School which succeeded the ^Ider, while sharing the views 
of the latter to the full, emphasised the necessity of State inter- 
ference and measures of social reform, and thus earned the nick- 
name of ‘‘ socialists of the chair.’’ A particular philosophy of 
life — Genhan Idealism — ^was again largely responsible for these 
conceptions of universalism and solidarity. 

The victory of the Historical Schoo^l was, however, short- 
lived and did not go unchallenged. The- socialists had, in the 
meanwhile, butted in. They adopted and refined the classical 
theories and used them as weapons to fight the capHalistic system. 
Fired with the zeal of historical miterialism, the socialists envis- 
agtedt a future in which capi^atism would be crushed under its 
own weight of industrial concentration, and private properly would 
be done away with by the working classes wl suffering from low 
wages and ^verty, would capture the whole social machine and 
triumphantly establish the rule of the proletariat. Their theories 
relating to surplus value, concentration of industry, the reserve 
army of labour and the final co'llapse of the whoile industrial 
organization did not pass muster with scientific and critical minds 
and failed to accord with facts — ^just what had happened to the 
Classical School. The chief weakness of the opponents of the 
founders of poilitical economy lay in the fact that while they had 
pulled down the old imposing superstructure of economic theory, 
they had supplied nothing as a substitute for it. While there was 
a good deal of idealism, a wealth of analysis and description of 
social institutions and a comprehensive programme of social re- 
form, there was no theory and therefore no science. What was 
urgently needed, io evolve order out of the prevailing chaos, was 
the revival of economic theory and the reconstruction of the 
science. This task was essayed by the Mathematical Schoo'l, and 
particularly by the Austrian School, led by Kari Monger. Jevons 
and Walras made similar attempts independently in their own 
countries. The new movement spread fast and wide and secured 
adherents almost everywhere, though outside a narrow circle, it 
found no foothold in Germany. The goal which the classical 
F. 46 
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economists liad only partially succeeded in attaining, was eiHEeot- 
ively reached by the new school of thought, though by quite 
another path. The bridge connecting men and markets, put up 
by the former, consisted of flimsy stuff such as value in exchange, 
self-interest and the cost of production; Monger constructed it 
out of stronger and more durable material extracted from the 
quarry of the human mind, viz^, utility, wants and their satis- 
faction. 

Though the revival of theory and the reconstruction of the 
science were w^elcomed on all sides, economists did not build 
on a uniform pattern. The old feuds had not, besides, completely 
ceased, and the discomfited fighters repaired their wounds, polish- 
ed their armours and sharpened their weapons ready for the fray 
again. The last twenty-five years have, nevertheless, been a period 
of reconciliation, co-ordination and understanding, and it is im- 
portant to consider in what respects substantial advance, has been 
made by economic science during this period and what solid ground 
has been covered by economic thought. It was at one time be- 
lieved and stated that the war-time experiences and mentality 
would shatter Economic Science to pieces and that it would then 
he necessary to construct the whole thing anew in the light of 
the happenings of the dreadful calamity. Nothing of the kind 
has come to pass, and the science stands foursquare to all the winds 
that blow. The war indeed furnished to the economist those ex- 
periments which are not normally available in the human social 
laboratory and taught him many a lesson regarding the necessity 
of establishing a close touch between economic theory and eco- 
nomic politics. Extensive State control, embargoes and ration- 
ing, the breakdown of monetary standards, inflation and deflation, 
enormous public debts, burdensome taxation, trade boom and de- 
pression, labour troubles, cartels and trusts, widespread and dis- 
tressing unemployment and Govemment doles, State subsidies to 
and protection of national industries — ^these and other such pheno- 
mena and measures which characterised the time of war and the 
post-w^ar period, have served to illustrate the working of economic 
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laws and have also armed the different schools of economic thought 
with arguments in support of their favoiirite theories and against 
their pet aversions. is significant that even before the war, 
the necessity of reconsidering and reshaping their own traditional 
systems was keenly felt by the adherents of the economic 
schools, and this represented an attempt to reconcile 
theory to reality. We thus meet with so many ‘‘ Neos ” 
— Neo-Liberalism, N eo-Mercantilifi»ni, N eo-Bomanticism and 
Neo-Socialism.^^ Economic Liberalism is the leneal descend- 
ant of the Classical System and the reconstruction of 
theory attempted by its representatives, among whom Cassel may 
be prominently mentioned, ha.*’ not improved its reputation. xts 
theory stijl remains individualistic, unconcerned with the actual 
social conditions, and moves in the grove of mechanical and 
natural law. But the fundamental ideas of Libeialism appear to 
have been shaken even in England, its origin.d home and strong- 
hold. I’rom his exhaustive study of Liberalism and Protectionism 
in English economic policy since tlie war. Dr. Leubuscher^^ draws 
the following three conclusions: — The individualistic constitution 
of English industry, particularly manufactures, and also banks, 
has been increasingly replaced by an organized and centralized 
structure wdiich allow\s no free play io competition, the pride oi 
English economy of old, and secures a safe (*ontrul of markets. 
Another tendency whicli threatens Liberal principles is the 
increasing importance which is being attached to the producing 
classes to the neglect of consumers whose interests were paramount 
before, which means the weakening of the insistence on a free- 
trade policy. Thirdl}^ the same result flows from the claim of 
different groups of consumei-s to the maintenance of the standard 
of living already reached by them. The Liberal principle of 


Itt Hans Honegger : “ Volkswirtschafthche systeme der Gegenwart.” 

12 Gustav Cassel: “ Theoretische Sozialo’konoinie.” 

13 Liberalismus and Protectionismua in der englischen Wirtschafts politik 
seit dem Kriege.** 
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individual freedom is generally admitted to be sound at bottom, 
and what is objected to is the exaggerated Liberal idea of its 
efficacy almost as a universal rule of poilicy. It has, therefore, 
already had to make impuitant concessions to the principle of 
solidarity. Social politics is now held to be compatible with 
Liberal theory within large limits. It is said that the aim and 
the means of ‘ sozialpolitik ^ must be distinguished. The aim is 
always the same, viz^, the maintenance of the community in heailth 
and power, guarding it against the opposition of its parts, 
particularly for the protection of the weaker classes such as the 
industrial workers. And even a theory of social politics has now 
been formulated. 

A convincing proof of the process of theoretical adjustment 
and reconciliation is provided by the efforts of the supporters of 
the marginal utility theory — described by its opponents as a mere 
play with words, and dopjeeated as subjective, individualistic 
and mechanical — to fit it into the organic conception of society. 
Wieser^® recognizes the necessity of making economic theory 
co-extensive with social theory as exchange activities, or economic 
life cannot be properly cdnsidered apart from general social 
relations of classes and groupvS towards one another. American 
economists like Clark and vSeligman, who have adopted the marginal 
utility theory of value and used it to explain the laws of distribu- 
tion, have systematically rid that theory of its narrow, indivi- 
dualistic import. §eligman, for instance, speaks of social marginal 
utility and social marginal cost. He puts man and not wealth 
in the forefront of his studies, and contends that in the freedom 
of competition and in the production of wealth not the mechanical 
and individual, but the social point of view must be emphasised. 
He also holds that the conclusions of Ethics and Economics 
cannot long remain in conflict as both have to deal with man as 


14 See articles on Liberalism in the Festgabe fur X..ujo Brentano, 1925. 

15 F. V. Wieser : ** Theoric Her gesselschaftlichen Wirtschaft in Grundriss 
der Sozialokonomik, 1, Bart II. 
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a member of organized society. Tlia idea that individual economic 
activity cannot be conceived independently of its organic relation 
to other activities and to the whole community, receives fruitful 
development in the hands of the Keo-itomantic School, and the 
best exponent of this movement is Othmar Span of Vienna.^^ 
According to him, the individual is a ‘ social individual/ impene- 
trated in all his activities by his social character. Economic life 
is only a means to the lajgcr social life, and >et is influenced by 
the who^le. All economic problems a^e solved with this key of 
organic relationship between the whole and the parts, Ebllowing 
Stammler, Xaii Dhiel emphasise^’ th^ inlinenc,e of law and social 
order on economic phenomena. He layiL down the fundamental 
principle of his thought in the fu'lowing w^ords : — “ All economic 
phenomena are bound up with dehnite icrms of social organiza- 
tions. Economic theory has expbiin those phenomena which 
make their appearance within the limits of definite organizations 
of economic life, held together ]>y legal ties/’^^ Rudolf Stolzman^® 
has thrown into bold relief the sharp distinction between the 
natural and the social sciences, between nature and freedom, 
causality and teleology, and looks upon economic society as an 
organization imbued with aim and purpose. The ideas of several 
other thinkers have moved in a similar direction, and in spite of 
their differences with one another, they have a good deal in 
common. 

Points of general agreement, as they emerge out of recent 
discussions, may now be noted : — Economics as a science has its 
pi*ovince well marked out; it deals with one aspect of social life 
which is reilated to the eft'orts of men to satisfy their wants. The 
distinguishing principle of economic activity is the genera)! 
principle of rational human conduct, the principle of minimum of 
sacrifice. This principle is, however, applied by the individual 


16 ‘ Fundament der Volkswirschaf tslehre . ’ ’ 

17 ** Theeretische Nationalokonomie," I. 

18 ** Krisis der heutifjen Nationalokonomie. 
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within the limits of a community and as its organ, and subject 
to its laws, ethics, usages and traditions. Economic life is noth- 
ing preordained, natural and rigid, and we cannot scientifically 
treat it in terms of quantity only. The science of Economics, 
dealing with such life, has no ideal of its own to preach, but its 
theories which are based upon historical! and contemporary events, 
are calculated to show how the social ends that are proposed may 
be most eflSciently attained. Thus are kept apart the provinces 
of Economics and Ethics as sister sciences, as the mixing up and 
the overlapping of the two does ^ not make for the scientific 
treatment of problems. It cannot, liowever, be forgotten that 
though Economics has no ethical judgments to offer and must not 
tread on the domains of Sociology and Politics, which are separate 
disciplines, it cannot ignore the intimate relation of these two to 
itself and the influence of social and political conditions upon 
economic life. Hence the preference shown by many authors to 
the name Social, National or Political Economy over Economics. 
This terminology brings out the radical distinction l)etween Eco- 
nomics and the natural sciences with which it got confused in the 
hendiS of the Classical School. Apart from the fact that we can 
speak of the ai’i of Economics, Political Economy is a practical 
science not only in the sense that it bases its generalizations on 
facts of actual life, but on the consideration that its theories must 
throw light on the efficacy of measures which are proposed. It 
must thus deal with dynamic as well as static social conditions. 
The economist is, therefore, compared to a physician who, on 
carefully considering all the circumstances reflating to a patient’s 
complaint, suggests what are, according to him, the most suitable 
remedies to combat the illness. Measures of political and social 
reform may, in this way, be judged from the point of view of 
Economic Science, and economic judgments may be offered. The 
self-denying ordinance^® proposed for the economist that he must 
strictly confine himself to the study of what is and the discovery 

19 Bruno Schultz : “ Ber Rntwicklung der theoretischen Volkswirtschaftslehra/' 
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of the laws by which if has so become and must never venture to 
overstep the boundaries to say what w'ill be or ought to be, appears 
to be ill-conceived and unneiiessary.^o It is not enough to know 
the w^hy and the how of things, and a knowledge of the whither also 
is essential. The restrictions suggested will render Economics 
sterile and useless and will make of it nothing more than logical 
gymnastics. 

When ahe mechanical and individualistic conception of 
economic life is abandoned, it follows that our science has to take 
adequate account of the mutual relations of different classes and 
the equilibriinn of various forces in wor^’ing out its theories. 
Certain activities may be bei:eiic*ail to the private interests of 
particular individuals and classes and at ihe same time injurious 
to the interests of others, and the Governmcxit, represQpting the 
community, has to set matters right. This is indeed the origin 
of all labour and other social legislation. The nation organized 
as a State, is the largest social unit which is bound by ties of 
rights and obligations and by duties and sacrifices, and if the 
equilibrium is seriously disturbed by the a(dion and reaction of 
forces from within or without the community, Government alone 
can rectify the balance. Men and nations can modify and improve 
their condition indeed within certain limits prescribed by Nature, 
but they are not the slaves of the latter, wliich can be resisted and 
moulded by organized effort, as the liistory ot the Western World 
demonstrates. List’s theory of productive power and his tariff for 
national uplift receive their best support from these considerations. 
To speak of World Economics and Cosmopolitanism in this 
connection is as unmeaning as to rely on the self-sufficiency of 
individualism. For the convenience of detailed study we may 
divide our discipline into Pure Economy, Individual or Private 
Economy, State Economy,' National Economy and World 
Economy.*^ But the economy of the most vital importance in the 


»B. Wilbrandt: " Einfahmng in die VoIkBwirtschaftslehre," I and IV., 
SaHoHnB von Walteischausen : “ Pie Weltwirtscbaft, j, 



world, as it is politically constituted to-day, is National Economy. 
The doctrines of Economic Science are expected to cover all these 
branches or phases, and it is now generally agreed that there is 
no World Economics comparable to National Economics. We hear 
now-a-days people speaking (and acting) in terms of nationality 
and empire in economic affairs; and empire products, imperia;! 
markets, imperial preference and interimperial migration, are 
concerned with political policies actually worked out. There is 
indeed the risk of an economic scientist turning out a party- 
politician and of his being a bad politician and a worse economist.^2 
But this description carries condemnation on its very face. Tf 
economists are not to give expert advice, what do they exist for 
and what is the meaning in our insisting that their co-operation 
should be sought liy Government in investigating and solving 
social problems? Western nations recognize the value of the 
services of their economic experts. 

Now, what has been the trend of economic thought and 
practice in India during the last few years? It will be found, on 
a little reflection, that the movement, though slow, has been, 
consciously or unconsciously, along ihe lines sketched above. 
Ideas and policies in this country, were at first under the powerful 
influence of English orthodox opinion represented by Ricardo, 
Mill and Eawcet; but Indian thinkers soon broke loose from its 
grasp, and the revolt is best illustrated by Eanade’s masterly ex- 
position of Indian Political Economv. The lead has proved 
effective. Government in India has, for years, recognized iis 
function of correcting the disturbed balance of social forces by 
legislating to project the ryot against the sowcar, the agricultural 
n gainst the non-agri cultural classes, the tenants against the 
landlords and the workers against theij* emnlovevs. But it hesitated 
to pursue the same policy in relation to the forces of disturbance 
coming from outside. Max Weberns has said that economic 

22 Adolf Weber : “ Die Aufgaben der Volkswirtscbaftslehre als Wissenschaft.” 
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organization is fundamentally rooted in politics, and must, in the 
last resort, be explained through it. J. M. Keynes showed how 
the British Government and Parliament bi^ught depression on 
British export industries by their exchange policy of artificially 
restoring the normal rate in the middle of 1925; and a similar 
complaint has been made against Government in this country also 
with regard to the exchange ratio. During the last few years, 
at least four important public inquiries have taken place in India 
in relation to questions of great impjsrtanoe. and certain changes 
\vhic*h have resulted from them may be attributed, in no small 
measure, to the political influence of the Indian legislature. The 
Fiscal Commission recommended the adv>ptioii of a policy of 
protection and tlie abolition oT the ooitun excise duties, and 
{government accepted a radical alteration in its traditiomd econo- 
mic policy. As an outcome of another enqciiy, the principle of 
direct Govemment m«9nagement of State railways had to be 
adopted, though it had been declared to be un-economic. The 
Currency Commission condemned the gold excliange standard as 
ntteflly unsuited to the peculiar conditions of India though it 
failed to give sufficient weight to such considerations on the vital 
question of gold currency and the exchange ratio. Tlie Royal 
fommission on Agriculture has made one very striking observa- 
tion ivhich goes to the very heart of the matter we are dealing 
with here. Declaring that the most important fa(’tor making for 
agricultural j)rosperity is the outlook of the peasant himself and 
that the success of all measures designed for the advancement of 
agriculture must depend upon the creation of conditions favour- 
able to progress, the Commission maintains: — ‘‘The demand for 
a better life can, in our opinion, be stimulated only by a deliberate 
and concerted effort to improve the general condiKons of the 
country side, and we hnve no hesitation in affirming that the 
responsibility for initiating the steps required to effect this 
improvement rests with Government.’^ It proceeds to state that 
the failure to grasp the full significance of this proposition explains 
the absence of anv co-ordinated effort to effect the required chan^ 
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in the surroundings and the psychology of the peasant without which 
th^re can be no hope of substantially raising his standard of living. 

This frank an (!• emphatic statement of the Royal Commission 
furnishes the key to a correct understanding of the larger problems 
of Indian Economics — a terminology which, by the way, is still 
found perplexing by some thinkers in this country — and apart 
from their narrow aspect of immediate political expediency, 
(^ontroA^ersies in connection with such questions as those of tlje 
Eeseiwe Hank, reseiwation of coastal trade, purchase of Government 
stores, Railway rales and the investment of foreign capital in 
India, are not likely to be intelligible in their economic bearings 
without its help. We have long played hide and seek Avilh our 
problems, (•onsider again tlie condition of the Indian ])easantrv. 
The ReA^enue authorities study it from the restricted point of view 
of taxation and rent, and Ricardo’s theory of rent is used or 
misiised in the process. The Irrigation l)eT)artment must be run 
on a commercial basis and is concerned with its income from water 
rates to he charged to the cultivator. The Forest Department has 
its own rules to enforce on the peasantry, surely in tlie heat 
interest of the nation’s valuable pro])erty. The Agricultural 
Department wants the ryot to adopt imT)roved methods, and co- 
operators urge him to join their moA'ement, both Avith the idea 
of increasing his income, a good slice of which is, however, taken 
away by the Indian Finance Member through his exchange policy. 
The Government and the Legislature pro])ose to consolidate his 
holdings and preA^ent fragmentation. The Tiocal Board wishes 
him to pav higher rates to be able to enjov greater amenities of 
life and Government canrioi do without more monev coming from 
the same source. The advocates of hhaf^flnr preach to him the 
virtues of the chnrhha. And the sowcar is all the while there 
watching the whole game with interest and (‘uriosity. The problem 
Is thus handled piecemeal, the friends of the rvot plav at cross 
purposes and nobody knows exactly hoAv the agricultural industry 
and the peasant stand economically. It is hardlv realized that 
no amount of research on crops, fertilizers and pure seed— thiniTS 
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valuable in tlienisielveb — will injprove tlie conclitiun of tke peaeanti'^' 
until we study tlie ryot ae a wliule as well as in parts. An 
intensive study ot tlie dilierent aspects ol liis life and activities 
is indeed indispensable, and niucli wonv lius still to be done in tliis 
direction. We, in tliis Uonierence, liav^e been doing* our bit and 
discussing sucli problems, marketing and land tenures^ and 

inucli more needs to be done ilirougiiout the country along the 
same lines. But we must also see things in their proper perspective. 
The social, the organic, the national point oi‘ view must never be 
lost sight of in all such questions. 

It will be superfluous to stata that in j\xr teaching and study 
the foundations of general economic toetr^ must be laid strong and 
deep, and a weak grasp of it is responsible tor much of the 
inefliciency and futility ot Indian education. We have a rich 
store of literature to draw upon for this purpose, and it has to be 
fully utilized, Detailed investigation and research into all 
branches ot social life is the great need of the hour in India, and 
our ignorance in this regard is C(dossal. Collection of facts and 
their interpretation will enable us to apply, illustrate and modify 
economic theory where necessary and even to reconstruct it. And 
then conies the scrutiny of measures ot reform proposed and the 
formulation of policies for tJie guidance ot Goveinmeni and public. 
As we cannot neglect the first, we must not fight shy ot the last. 
It should not be forgotten that Economics has been, from its 
birth, a theoretical and a practical science and that while inspired 
by prevalent forms of philosojihy, it has had its eye on and not 
lost touch with reality of life. Hecent tendency of thought makes 
this quite clear, and text-books on Economics^^ pay special 
attention to economic policy, devoting separate chapters or 
volumes to the discussion of practical economics. 25 The problems 

t 

to be handled are too numerous to mention here, covering, as they 
do, the whole of India’s social and economic life. In studying 

24 Philippovich : “ Grundriss der Politiscben Oekonomie.*’ 

25 Wolfgang Heller: " Theoretische Volkflwirtgchaftelehere.** 
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and expressing opinions on them, the economist has to do his work 
patiently, scientifically and fear*lessly in view of the country’s 
history, its social structure, its philosophy, its po^litical condition 
and its needs of material development, leaving it to the statesman 
and the politician to use the lever of authority to carry through 
measures of national benefit. These are the lines we have to 
follow in this country, and that is the purpose and the province of 
Indmn tjconomics. 
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rhe Indian iiiconomic Conference was opened in tlie Durbar 
Hall, »] aganmolian Palace, Mysore, oti the 3id January, 1929, at 
9 a.m., by His Highness Sn 8i i llaniavi\ ana^asimharaja Wadiyar, 
Bahadur, G.C.i.P., Yuvaraja of Mysore, in the presence of a large 
and distinguished audience. The foUowuig Kepresentatives of 
Universities and memhers ot the linhi.n Economic* Association 
were present : — 

1. Prof. R. Joshi (ih)iub<»y). 

2. Prof. T. K. Doraiswamy Iyer (Madras). 

3. Prof. V. (jr. Kale {President). 

4. Sir Charles Todhunter, Ki., K.C.S.I. 

5. Piincipal (1. Eindlay Shirras (Ahmedabad). 

6. Prof. 11. 11. Batheja (Patna). 

7. Prof. C. I). Thompson (Allahabad). 

8. Mr. N. 8. 8ul)ba Kao ^LocaiI Secretary). 

9. Mr. K. B. Madhava (Mysore Univeisity). 

10. Mr. James Kellock (Bombay). 

11. Mr. L. N. Ghosh (Calcutta). 

12. Mr. D. N. Banerjea (Dacca). 

13. Mr. E. 8. Sunda (Madura). 

14. Dr. D. Pant (Lucknow). 

15. Mr. B. B. Mukerji (Muzaffarpur). 

16. Mr. N. S. Narasimha Iyengar (Trivendrum). 

17. Mr. Arthur A. Perera (Ceylon). 

18. Mr. T. K. Shahani (Bhavanagar). 

19. Mr. S. V. Iyer (Dacca). 

20. Mr. S. Kesava Iyengar (Hyderabad). 

21. Principal J. W. Thomas (Lahore). 

22. Mr. L. C. Dhariwal (Indore). 
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2^. Mr. Sliama Jttaa VitLal Kanungo (ludare). 

24, Mr. K, H. Ivamdar (Jiaroda). 

26. Dr. P. Basu (Indare). 

26. Mr. X. T. Skali (Bombay). 

27. Dr. D. Sinlia (Calcutta). 

28. Mr. llabibur Kakman (Hyderabad). 

29. Mr. A. Wickramaranc (Ceylon). 

30. Mr. P. C. Ghosli (Calcutta). 

31. Mr. P. 8. Lokanailian (Madran). 

32. Dr. Andreas Nell (Ceylon). 

33. Mr. K. C. Ramakrisbna Iyer (Madras). 

34. Mr. 1). G. Karve (Poona). 

35. Mr. S. K. Muranjan (Dbarwar). 

36. Mr. V. L. D ’Souza (Mysore University). 

37. Mr. B. Tiruiaalachar (Mysore University). 

38. Mr. Gyan Cliand (Patna). 

39. Mr. T. liamachandra liao (Madras). 

His Highness welcomed the members of the Conference and 
his speech has already appeared in the press, as also the speech 
of Rajasabhabhushaiia Mr, K. Chaiidy, Vice-Chancellor, Mysore 
U niversity . 

Professor T. K. Doiaiswamy Iyer pioposed and Professor 
James Kellock seconded that Professor Y. G. Kale be President. 
Thereupon, Prof. Kale delivered his Presidential Address which 
has also appeared in the press. 

Principal G. Findlay Shirras proposed a vote of thanks to 
His Highness the Yuvaraja for graciously opening the Conference. 
Thereupon, the Conference adjourned and met at 11-30 a.m. for 
discussion of the Papers in the Durbar Tent, Staff Quarters, where 
a large number of delegates were staying. 

The first subject that was taken up for discmssion was Land 
Tenure. Four Papers had been sent, viz . — 

1. The System of Land Tenure in Some Districts of South 

Bihar (Mr. Gyan Chand), 

2. T^and Tenure in Kuinaon (Dr. D. Pant), 
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3. Transfer of Occupancy Bights in North Bihar 

(Mr. B. B. Mukerji), and 

4. The Economic Incidence of Tenurial Systems (Dr. P. J 

Thomas). 

Mr. Gyan Chaiid (Palna) who opened the dist*ussion 
emphasised the dominant position occupied by tlie landlords in 
South Bihar. Some of these landlords in the distri(‘ts mentioned 
were indeed very vsmall ones, but they subjected the tenants to 
rack renting. He argued tliai th<‘ systeiii of produce* rents led to 
inefficient cultivation. The existing system of land tenures and 
the relation between the landlord and the tenant did not afford 
scope for agricultural ini])rovemen^^. 

Dr, D. Pant (Lucknow) wbo followed, briefly summarised his 
Paper, and in particular emphasised the n ' mI f. r obtaining for the 
community the benefit of the lands now en;|oyed by temples and 
their priests. He was also of opinion that increase in land 
assessment should be made clear to the person who is cAlled up 
to pay more. 

Mr. B. B. Mukerji (MuzafFarpur) suggested the necessity for 
legislation on the lines of the Land Alienation Act in the Punjab. 

Mr. N. R. Narasimhan (Trivendrum) was of opinion that the 
terms of reference to the Royal CommissioTi on Agriculture were 
defective in that they placed questions relating to Land Tenure 
outside the scope of the Commission, and argued that there was 
an intimate connection between the tenures and cultivation. He 
advanced the position that economy of labour was not desirable 
in Indian agriculture, since there was no alternative occupation 
for labour released from land. Therefore, efficiency of agriculture 
was to be gauged bv the number of persons that found occupation 
land. 

Mr. C. D. Thomnson ' f Allahabad) deseribf'd the new legisla- 
tion in the Fnifed Provinces to protect Oecuuanev BigbTs, as a 
result of which on the one side tenants had been given tenure for 
life, and three years bevond for the heir, while on the olher, tbe 
landlord was permitted to acopire tho lapd of the tenapts if ba 
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was going to cultivate himself. Thus both peasant fanning and 
capitalistic fapming would be given a chance, and the Legislature 
should know how to move forward. He pointed out that there 
would always be a surplus, and an increasing surplus, from land. 
These surpluses might be well used or ill used, whether given to 
the tenant, the landlord or the Government. The right policy 
was to give the surplus to that body that was capable of using it 
best, 7.C., to the best advantage of the community. 

Mr. T. K. Doraiswainy Iyer (Madras) objected to landlords 
being called paravsiti(*al, for that matter the professional classes 
might he called i)arasitical. Agricultural prosperity would only 
be promoted by proper co-ordination of the activities of the 
different agencies of Goveiiiment. niis as well as correct public 
opinion were required to create conditions which w^ould re^sult in a 
higher standard of life for the cultivator. 

Mr. S. K. Murnnjan (T)harw'ar) pointed out that produce 
sharing w^ould give a ]K)\vorful incentive to landlords to effect 
iminovenionts, wliereas cash rents w^ould })e attractive only in a 
jieriod of high prices. 11 o suggested the establishment of 
machinery to revise ])rodu(*e rents every ten years. He was 
opposed to Professoi’ Mukerji’s proposal with regard to the 
compnlsoiy ac'ceptance of restripment, as it w^as unsound and would 
not relieve the main difficulty. 

Mr. K. C. Ranuikrishna (Madras) ])ointed out that no Royal 
('OmmissLon f-oiild tackle the question of land tenures, as it was 
extraordinarily (‘om])]p\ and varied from province to province. ^ 
The w^ork could be bettor done by local committees. The main 
source for the agrarian trouble w^as pressure of population, and 
he Buggested reclamation of w\aste lands, encouragement of internal 
migration, industrial development and measures to regulate 
papulation. He pointed out that legislation to regulate, land 
alienation did not achieve its object, and conferred benefits on 
classes ihat required no sneb help. The situation called for 
greater inducement to the urban and professional classes to seftle 
on land, 
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Mr. Habibur Babman (Hyderabad) * was ^of ojpiiiion that tba 
Government did not interfere enoug-h in tKe iicMSitte^ ^ 

Mr.lEl. M. Joshi (Bo^nbay) took exception to Mr. Tfarasimban’s 
remarks and pointed out that they must keep the goal clearly in 
mind and devise methods to reach the same. The goal was 
maximunji produce and not maximum employment of workers on 
land. If maximisation of produce led to unemployment the 
personi, thrown out must resort to other avenues. The main 
<}uestion with regard to land tenures was the discovery of a system 
which. the maximum yield fK)m an acre. Th^s question 

should h^ve been tackled by the Roy. 1 Comm^saion. Unfortunately, 
they tackled other jiroblems had alieady been discussed 

threadbare. 

The President in bringing the discussio.i to a close pointed 
out that mere tenancy legislation would be of no avail without an 
all round improvement. The relations betwecii the landlord and 
the tenant should be placed on a better footing. He was also not 
prepared to accept the position that maximisation of yield could 
be envisaged without reference to the field of employment open 
to the people of the country. 

FEDERAL PINANCE 

In the afternoon, after lunch, the Conference ?ook up the topic 
of Federal Finance for discussion. Several Papers had been 
Submitted to the Conference, viz , — 

1. Federal Finance in India by Prof. K. T. Shah. 

2. Division of Functions and Division of Besouroes in 

India by Prof. R. M. Joshi. 

3. Central and Provincial Financial Relations in India 

by Prof. S. T, Iyer. 

4. A, Revenue Svstem for Indian Central and Provincial 

Government bv Principal T. ’K. Shahani. 

5. ' Federal Finance or a Plea for the Rationalisation of‘ 

the *^Meston Award by Prof, D. G. Karve. 

>^48^ 
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6. Memorandum and Statistical Tables <m the Need for 
Beadjusting Central and Provincial Pinanc© in 
India by Principal G. Pindlay Shirraa, 

Mr. Shah of Bombay in opening the discussion said that there 
was an irresistable and inevitable drive towards Federalism. In 
any scheme of Federalism the Indian States could not be left out 
uf consideration, though a distinction may have to be made between 
the interests of the Princes of these States and those of the peoples 
in these Staies. The problem was, how to redistribute the financial 
resources of the country so as to guarantee to each part a maximum 
of civilisation. A great deal of leeway had to be made up, as 
certain services had been greatly neglected. There was also a 
considerable margin for reducing expenditure. As regards the 
States, apportionment of Customs was not possible, but there might 
be contributions in cash, after once a basis had been obtained with 
regard to their legitimate share of expenditure on the army. 

Mr. Shahani (Bhavanagar), who followed, said that the 
Montford Reforms which differential ed Provincial from Central 
Finances failed to realise two important principles, viz.— 

1. To assign to each sphere of Government revenues 

adequate for the purposes of the functions to be 
discharged. 

2. To demarcate spheres of Government so as to make the 

revenues accrue from the sphere of Government. 

He said that the Meston Committee had similaidy failed to 
appreciate these principles, since they were engaged in the task 
of converting a unitary svstem into a federal one, and, therefore, 
their principal aim was to fortify the Central Government 
financially. Mr. Shahani drew a distinction between the functions 
of the Central and the Provincial Governments : the former 
related to maintenance of integrity, unity and safety and the 
latter related to development. He therefore proposed thai the 
Central Government should take Customs and all Excise (inclbd-^ 
ing country liquors), Currency, Railway, Commercial Stamps, 
Posts, Telegraphs (for reserve fields — Succession duties, tobacco 
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excise), while the Provincial Government shottld take taxes on 
incomes and property (Agricultural income included), Forests, and 
Irrigation, Judicial Stamps, Eniei*iainment Taxes, Licenses and 
E^istration Pees. (For leseive fields — Corporation Taxes.) 

Mr. R. M. Joshi (Bombay) pointed out that the two main 
sources of Provincial Revenue were inelastic and decreasing, 
whereas Central Government had in Cust mi and Income Tax two 
sources which were greatly elastic. J»» his opiujon, Excise revenue 
should be transferred to Central Gfwerniroiit, while personal 
income tax should go to the Provinces, it would then be possible 
to link up Military expendituie which hhould Le reduced pari 
passu with Excise, whicdi also require 1 reduction, and possibly 
might even disappear by the adoption oi the policy of prohibition. 
Mr. Joshi advanced the doct^dne that land je venue was in fact a 
local rate which should be utilised lor rural education and develop- 
ment, and therefore should be tianslerred to local bodies. He held 
that ability to pay could nevei be the basis for land revenue. 

He was followtl by Messis. S. V. Iyer (Dacca) and Karve 
(Poona), the latter oi whom in addihou to advancing the main 
position of his Papei opposed prohibition by legislation. 

4ih January^ : 

Mr. Gyan Chaiid (Patna) who continued the discussion was 
anxious to get away from the “ Meston Award.” In future each 
Province should gi\e according to capa( ity and get according to 
needs. It w’ah no doubt true that the past liabilities could not 
be liquidated at once. Any scheme was piovisional, but the 
ti'ansfer of land revenue to local authorities, as proposed by Mjp. 
Joshi, was unthinkable. The point he wanted to emphasise wp 
that the fundamental l^asis ot the Melton Settlement was wrong. 
They wanted to have a financial clean cut to fit in with adminis- 
. trative clean cut. Provincial autonomy was linked with financi^ 
segregation* Such a system obtained nowhere in the world. He 
was opposed to the transfer of the Excise to the Central Goyerp^ 
ment and was equally convinced that Provincial Incoiqie^^ Tax wiyi 
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ixApossibie. With reg^ard to a tax on agricultural incomes which 
had been suggested in tlie Papers, he considered that what was 
wanted was differentiation in respect of large incomes. This need 
could be met by a graduated tax on the capital value of property 
in addition to land revenue. Finally, he urged the need for a 
permanent financial commission to deal with these and other 
questions. 

Mr. Findlay Shirras (Alnnedabad), in summarising his Paper, 
explained how he attempted to ascertain the taxable capacity of 
the Provinces. He considered that the industrial provinces had 
not come out of the Meston Settlement equitably. He drew 
attention to his specific proposal of additional taxation and 
suggested a Council to regulate borrowing. In his opinion 
personal incomes should be taxed by the Provincial Gove^rnments. 

Sir Charles Todhunter (Mysore) who was invited by the 
President to participate in (he discussion suggested for the consi- 
deration of the Conference the expediency of a basic rate for 
Imperial Eevenue with additional rates for the Provinces. In 
respect of Excise, he considered that the enormous number of rates 
in vogue at present should be reduced. He did not consider that 
the Income Tax could be transferred to the Provinces. 

Mr. Batheja (Patna) pointed out that all the suggestions would 
be futile unless they proceeded from the point of view of expendi- 
ture. It must be remembered that expenditure even of Provinces 
could now be increased by the Secretary of State for India. With 
regard to transfer of Excise to the Central Goveiiiment, the 
Conference should note the consequence to Provinces like Bihar 
and Orissa, which depended to a very large extent on the revenue 
from Excise, the loss of which would not be compensated for by 
the transfer of Income Tax or by taxation of agricultural incomes. 
He considered that reversion to divided heads might after all be 
necessary and that Excise and Income Tax may be so divided. A 
clean cut was out of question, and in view of the fact that develop- 
ment was so>lely needed, the country wanted additional sources 
of revenue. 
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Mr. T. K. Doraiswamy ly<>r (Madras) said tfcat the ** Meetoa 
Awaid ** was made under the beliei that palitical rearrangement 
required financial readjustment. He agreed that a oieai* cut in 
finance was neither desiiable nor possible. A reconsideration was 
necessary in respect ol piovincial finance. In a peiiod of sui’pluses 
redistribution was no doubt easy, but tiie policy ol cieai* cut had 
failed. There was a need for stock-tukino, and it must be remem- 
bered that there might i>e changes in the Jistiibution ol Provinces 
as well as in the finances ol the Central (iovcrnment which would 
upset any temporary equilibrium that might have been reached. 
He held that all expeudituie that rcsuLed in common benefit 
should be financed b^ taxes based on ability. 

Mr. (). 1). Thompson (Allahabad) argued that the di tinction 
drawn between Agricultural and Inuustrial Ibovinces was unten- 
able. The real ccmtiast wub between the luial and the urban areas 
in all the JPiovinces. The so-called Agricultural Provinces were 
rapidly becoming indusUiai and even the United Provinces was 
importing food, the conventional sign of an industiial area. There 
was no doubt that the cities were lelatively undei taxed. He 
considered that three things made the distribution ol taxation 
inequitable as between the rural and urban areas. In the first 
place, industrial incomes were on the whole ieos heavily taxed 
than agricultural incomes. Secondly, urban land was taxed lighter 
than agricultural land, and lastly the prevalence oi permanent 
settlement in some provinces made taxation uneven since the rate 
of taxation varied from 8 per cent to 80 per cent. He emphasised 
that in addition to the Central aud Provincial Governments, there 
was a third partner, viz.^ Local Bodies, Ho considered that a 
percentage tax on the capital value of land was urgently called for. 

Mr. Muranjan (Hharwar) questioned the reliability of Mr. 
Shirras’ Index Numbers. If his argument held, ryotwari provinces 
would be condemned to stagnation. He was opposed to the transfer 
of Excise to the Central Government since prohibition should Ibe 
a matter loi Local Governments to deal with. Prohibition would 
mean increased Police work, and Police was a provincial subject. 
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jpma/lly, he drew attJentiott to the fact that the Central Government 
poesessed the power of affecting the piovincial revenue by its 
currenc}’' po^licy, and considered that some arrangement sho'Uld 
be made for compensating the Provinces for losses resulting frO'm 
the adventures of the Central Government in Currency Legislation. 

Mr. Phariwal (Indore) drew attention to certain general 
principles which should be borne in mind in such discussions, and 
was anxious that any proposals the Conference should make 
should be regulated by practical consideration. 

Mr. Kesava Iyengar (Hyderabad), argued that so far as the 
bigger Indian States were ooneerned, there was no plac^e for them 
in any federal system. 

Mr. D. N. Banerjea (Dacca) was sceptical about the chances 
of undoing the permanent settlement of Bengal and pleaded for 
exempting indigenous tobacco from taxation. 

Messrs. Shah, Shahani and Joshi replied to the criticisms on 
their Papers. Mr. Shahani was anxious that the provincial execution 
should depend for its supplies only on the Provincial Legislature 
aind not on contributions from the Central Government. 

Mr. Joshi considered that the provincialisatiou of Income 
Tax, which also included a tax on agricultural incomes, would 
compensate the Provinces for the loss of excise. He was in 
favour, however, of leaving to the Central Government the tax on 
the incomes of Corporations. 

Mr. Gyan Chand (Patna) continued the debate. He emphasised 
the disparity between the conditions of the different Provinces, and 
pointed out that Bihar and Orissa with a population of 34 millions 
had been spending 47 lakhs on Education while Bombay with a 
population of 19 millions had been spending 183 lakhs and argued 
for a general levelling up, special assignmentss being made by the 
Government of India. He wanted the Indian States to surrender 
Customs and Transit duties to the Central Government, they, ift 
their turn, being relieved of the burden of the tributes and the 
maintenance of troops. 

Mr. V. L. D^Souza (Mysore) called attention to the financial 
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position of the Indian States. He empli'asised the need for tlxe 
temission of the tributes. 

LOCAL FINANCE 

The Conference then proceeded to discuss the Papers relating 
to Local Finance. The Papers were: — 

1. Panchayet Finanr^e by Mr. L. D'Souza. 

2. Some Aspects of Local Finance in British India by 

Mr. B. G. Biiatnagur. 

3. DeveJ],)pment Finance by Mr. H. R. Batheja. 

4. Prohibition and ProhibHbn Finance in the Bombay 

Presidency by Mr. S. K. Muranjan. 

Mr. Thompson (Allahabad) in introdiein^ Mr. Bhatnagar’s 
Paper in the absence of the writer said that tt\e statistics showed 
that Local Bodies had lar^e balances which might have been used 
instead of resorting to loans. He also believed that considerable 
capital expenditure was inciiiTed out of current revenue, whereas 
such expenditure, e.g.^ that on school buildings, should have been 
met by borrowing. 

Mr. Muranjan (Bharwar) discussed Prohibition in reilation 
to Local Finance. He suggested that the Bombay Corporation 
should bear a share of the cost of Prohibition, since the textile 
industry would be materially benefited. 

Mr. D'Souza (Mysore) described Mysore legislation in respect 
of liocal Bodies. He argued that Land Revenue should be made 
a local charge and that communal labour should be organised and 
harnessed to village reconstruction through the Panchayet. He 
also pleaded for grants-inraid. 

Mr. Batheja (Patna) summarised his Paper on^* Dev^^eut 
Finance ” and suggested that instead of taxation, people should 
be required by voluntary agreement to render services. 

5th January^ 1929 : 

Mr. S. V. Iyer (Dacca) deprecated the Industrial couecriiH 
tion proposed by Mr. Batheja, 
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Dr. P. J. Thomas (Madras) emphasised tiie importance ot 
Jjocal Bodies and Ihcir functionuig, and wanted that they should 
be given larger funds for carrying out rural reconstruction, m 
particular a shaie in the I/and Revenue, 

Mr. P. S. Lokanathan (Madras) considered Mr. Batheja’a 
distinction between ]>o^erty in money and richness in commodities 
and venires misleadinp, while a certain amount of vo]unta^^ 
services nas no doubt desirable, and possibje, anything beyond 
this was out of question. 

Mr. D. N. Banerjea (Dacca) deprecated conscription of 
labour. 

Mr. TTabibur Rahman (Hyderabad) put several questions to 
Mr. Batheja to ascertain his points of view and the correctness of 
his calculations. 

Prof. S. Resava Iyengar (Hyderabad) argued that Indianisa- 
tion of services and of capital would be a great help in freeing 
funds for a policy of development. 

Mr. T. K. Doraiswamy Iyer (Madras) said that the underlying 
idea in Mr. Batheja’s Paper was commendable. He evidently 
wanted to break the vicious circle of lach of development and lack 
of resources. There was the obvious fact that the vast population 
of the country had low resources in respect of commodities, but 
vast ones in respect of human material. The Problem was to 
utilise the latter. This was in itself worth serious consideration, 
but the methods proposed were not satisfactory. 

Dr. D. Pant (Lucknow) pointed out that we were working 
from the apex downwards. We had to find means for rural 
reconstruction by allocation of funds or in other ways. Compulsion 
would destroy the entire scheme of mral development. One 
course would, however, be reduction of Military expendi- 
ture. 

Mr, Thompson (Allahabad) argued that certainly the problem 
would be solved in terms of labour, and village roads in particular 
could be improved by rendering of services by the village folk, 
but compulsion was out of question. 
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After Masers. Kamdar and Batheja had spoi^, the President 
summarised the discussion as follows: — 

Before we close I should like to make a few remarks, I am 
goin^ to impose upon myself the asual time limit. I must 
generaUy say that the discussion which has taken place durin? 
Hhe last two days on the problem of finance has covered a very 
wide field, but I am sure it has been iruitful The issue before 
the country today is what is to be done with regard to the division 
of finances between Provincial and Central Governments and 
Provincial and Local Goveininentd Being so vitailly important, 
it is but natural that this Conference should have devoted so much 
time to its discussion and to finding cuu a solution. It might be 
said that, after all this wrangling and heat, we have not arrived 
at any certain decision. Th^re is nothing lO be sm prised at in 
this. Even if a E()\al Commission had undeitaken the task, it 
^\ould not nave come to a definite or an unanimous conclusion. 
There would have been minority reports and dissenting minutes. 
We are expected in these Conferences not to frame out and dry 
schemes. We have aimed at exploring the whole field and 
attempted to devote as much of our time and attention io the 
discussion of every phase of the problem; and from this point of 
view, Tve have done our level best to be of service to the Govern- 
ment and to the country at large. 

We have tried to consider the ^static and dynamic jioints of 
view. First of all, we have taken thinps as they are — Provincial 
Governments as they are; the Central Government as it is, and 
tried to find out how the sources of these Governments could be 
distributed, in the first instance T^ith regaid to the decision of the 
Meston Settlement. We have had also to consider the possibilitiee 
of the near future. We expect that as a result of the enquiry 
going on now into the constitution of India, full Provincial 
autonomy might be granted, and in that case, there is a possibility 
of a federal constitution being evolved; and therefore we have 
paid due attention to that phase of the problem. The chief 
problem before us is thus two-Md: firstly, how would we 
F. 49 
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redistribute the existing* resources; and considering* the possibili- 
ties of the near future, how should we redistribute Governmental 
functions and revenues P 

111 connet^tion with this aspect of possibilities, we have 
considered also the position of the Indian States vis-a-vis British 
territory. Jn the course of oui* discussion, it appears as if certain 
observations have been made, which, some might consider, should 
not have been allowed. But I can assure those critics of ours that 
nothing was farther from the mind of those speakers than to 
wound the susceptibilities of the Indian States or other interests 
concerned. I hope I speak the mind of this Conference when I 
say that. In fact, if such observations had been made, I would 
have ruled them out of order. We have l>een here to determine 
the financial relations between the States and the British-Indian 
Government. Whatever their existing constitutional position may 
he, we are here concerned merely to consider how the Indian States 
may be fitted into a scheme of federal finance that is likely to be 
put into a scheme of federal finance that is likely to be put into 
operation in the near future. There are two possibilities for us 
to consider; if they are sovereign iiowers, (contractual relations may 
liave to be established between them and the rest of India, or they 
may choose to go into Ihe Indian federation just like the Provinces. 
What many of the members had in mind was that, after all, the 
rulers and subjects of Indian States are Indians, and when we 
*wani to estimate taxable capacity of the power of consumption, 
in fact, whenever we take all the economic factors into account, 
Indian States, subjects, and rulers, and their purchasing power, 
must equally be taken into account in considering India as a 
whole. It is from that point of view you weie addressed in 
relation to that subject by some members. If that is correctly 
understood, I think the remarks have been he^lpful. 

Another important point that has been brought out is this. 
The Meston Settlement has been found to be utterly unsatisfactory. 
Consequently that settlement must be unsettled to suit the 
requirements of the Provinces as wdl es of Central GovernmeuL 
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Therefore, the question is how to redistribute the i*esourcee. A 
good deal of dispute has arisen as to the method of redistribution. 
With regard to the necessity, it is admitted. Whether by retrans- 
ferring or by allocating certain sources of revenue, this object 
could be achieved, has been the subject of controversy. But 
I think even here, there is a good deal of unanimity. We are 
not going to consider the present system as sacrosanct. We are 
not prepared to think that a (dear-cut division is essential as we 
find in the existing arrangements. There is no risk to provincial 
autonomy if there is a division, and we shall not abhor Ai divisions 
of resources between Central and Provin iul Governments and 
stand out for a clear cut. 

There are two or three ways in which this can be done. Mr. 
Joshi for instance has pointed out an alternative course. It is 
not for the Conference, however, to say This is our scheme.'^ 
Even a Royal Commission cannot be expected lo be so definite and 
exact. We point out alternatives and say “ Try to work that 
out in practice.’^ 

Figures and statistics will have to be woiked out for a 
detailed scheme. In India, however, we have got a famine of 
statistics, and have to make the most of such as we have got. I 
hope this (|uestion of finance will be taken up by the Conference 
next year again. In the meanwhile there will he leports and 
schemes jnit foiward for the consideration of the country, and 
statistics and fa(*ts will have to be collected, and today we have 
given the lead in bringing about the more important aspects of 
the problem, and in that way we have contributed, I hope, to 
the final solution of the problem. 

Many people make light of administrative difficulties. But 
I do not think that we are not conscious of these difficulties. All 
w^el do is to point out the theories and say that this is what is 
theoretically sound and should be adopted in practice. If that is 
not practical!, keep the ideal before you and tiy to rise to the ideal 
as soon as practicable. 

It appeared as if there was some provincial patriotism imparted 
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into the debate, but unleas we are prepared like this to understand 
the view-point of other Provinces, we cannot be clear as to where 
we are, I am glad of the heat as it has brought also light on 
this topic. 

The last point 1 wish to make is that we cannot place an}? 
particular constitution outside India as our model. We have a 
number of models before us. We have to take the good points of 
those models and adjust them in our own necessities and conditions. 
We do not believe in financial and economic revolutions, and it 
is by way of adjustment that our goal can l>e reached and therefore 
it we can otter a scheme, it might have to be revised, say after 
five years. But there is nothing wrong in that. 

Before 1 close I want to take this occasion of ottering our 
respectful thanks to Tiis Highness the Maharaja for the splendid 
and generous hospitalit}' that he has extended to us. 1 want also 
to thank Sir Charles Todhunter tor the gi*eat interest he has taken 
in the work of this Conference and the help he has given to our 
Local Secretary. We are similarly thankful t(v Ihe \ ice^Chancellor 
for the great interest he has taken in our work, which he has 
shown by his continual presence. In spite of our wranglings, he 
has kept his head very cool, and we hope he will carry aw^ay a 
good impression. We are very thankful iu the University for 
having allowed us to hold this Conference under its auspices. 

We have to thank tl)e Local Committee and particularly the 
Secretaiy who has been watched going about from one place to 
another for looking after our needs. 1 think he has been travel- 
ling iu a motor car alway.s, and T am reminded of the deer in 
Kalidasa's ‘‘ Sakuntala " which is described as being more in the 
air than on the ground. Mr. Subba Eao was more on the motor 
ear than on the earth. We must thank him for his strenuous and 
unselfish work. 

Lastly, we must all thank the volunteers. Had it not been 
for them, the work of this Conference would not have been as 
suct^essful as it has turned out to be. 
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Twelfth Gcmferencei Mysorei 1929 

MINUTES OF THE ANNUAL GENlvHAL MEETING 

The Twelfth Annual General Meeting of the Indian ^iconomic 
Association was held in the Hur\ar Tent at Staff Quarters, 
Mysore, on Saturday, the 5th of January, H>29, at 12-30 p.m. 

Present: 


1. Mr, V. (i. Kale, Poona, Presidtmt {in the Chair). 

2. Mr. D. N. Banerjoe, Dacca. 

3. Mr. T. xta-niachundra liao, Madras. 

4. Mr. B. B. Mukherjee, Mu/^zaffarpur. 

5. Mr. Habibur Rahman, Hyderabad (Deccan). 

6. Mr. N. S. Narasiiiiha Iyengar, Trivandrum. 

7. Mr. P. J. Thomas, Madras. 

8. Mr. S. Kesava Iyengar, Hyderabad (Deccan). 

9. Mr. T. K. Duraiswaniy Aiyar, Madras. 

10. Mr. H. Sinha, Calcutta. 

11. Mr. P. S. liokanathan, Madras. 

12. Mr. H. R. Batheja, Patna. 

13. Mr. D. G. Karve, Poona. 

14. Mr. D. Pant, Lucknow, 

15. MOr. Gyan Chand, Patna. 

16. Mr. S. V. Ayyar, Dacca. 

17. Mr. K. H. Kamdar, Baroda. 

18. Mr. K. B. Madhava, Mysore. 

19. Sir Charles Todhunter, Mysore. 

20. Mr. M. R. Bijawargi, Indore. 
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21. Mr. E. S. Sunda, Madura. 

22. Mr. K. 0. Eamakrishnan, Madras. 

23. Mr. B. Tirumalacliar, Mysore! 

24. Mr. V. L. D’Soiiza, Mysore. 

26. Mr. S. K. Muraujan, Dliarwar. 

26. Mr. T. K. Shaliani, Bhavnagar. 

27. Mr. S. V. Kanungo, Indore. 

28. Mr. A. ISTell, Kandy, Ceylon. 

29. Mr. N. Wickramaratne, Kandy, Ceylon. 

30. Mr. Janies Kellock, Blombay. 

• 31. Mr, L. N. Ghosh, Agra. 

32. Mr. N. S. Subba Rao, Mysore. 

33. Mr. L. V. Dhariwal, Jndore. 

34. Mr. A. A. Perera, Kandy, Ceylon. 

35. Mr. R. M. Joshi, Bombay. 

The Minutes of the last Annual General Meeting at Lucknow 
were read and confirmed. 

The Report of the Hon. Secretary and Treasurer and the 
audited Statement of Accounts for the year ending 30th September, 
1928, were read and approTcd. 

A resolution was adopted appreciating ihe services of the 
Hon. Auditor, Mr. Arjuii K. S. Aiyar, Incorporated Accoiuitant, 
Bombay, and I'e-electing liim Hon. Auditor for the year 1929. 

An audited Statement of Accounts of the Indian Journal of 
Etoonomics was placed before the meeting by Mr. C. D. Thompson, 
on behalf of the Ec onomics Hejiartment of the University of 
Allahabad. 

Mr. R. M. Joshi moved and Mr. S. V. Ayyar seconded — 

(1) that the Conference Number should, if possible, be 

published before the end of January; 

(2) that it should include only those papers which had 

already been pre-printed in book form; 
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(3) that Papers submitted later to the Conference and a 

summary of discussions on all the Papers should be 
published in the April Number of the Journal; 

(4) but that in the case of the Memorandum placed before 

the C^iiiference by Mr. G. Findlay Shirras, only a 
summary of the same, to be pre])ared by Mr. Shirras 
himself, should be published in the April Number. 

The proposition was carried jon, 

Mr. N. S. Subba liao was unanimously elecitd President of 
the Association for the year 1929 aii l Mr. M. Joshi Hon. Secre- 
tary and Treasurer. 

The following gentlemen were elected muKbors of the Edito- 
rial Board of the Journal on behalf of the Assor*iation for the year 
1929:-. 


1. Mr. V. G. Kale, Poona. 

2. Mr. Pramatlia Nath Banerjee, Calcutta. 

3. Mr. T. K. Duraiswamy Aiyar, Madras. 

The following gentlemen were elected members of ihe 
Executive Committee of the Association for the year 1929: — 

1. Mr. P. J. Thomas, Madras. 

2. Mr. V. G. Kale, Poona. 

3. Mr. K. B. Madhava, Mysore. 

4. Mr. T. K. Shahani, Bhavnagar. 

5. Mr. Radha Kama! Mukherjee, Lucknow. 

6. Mr. Giirumukh Singh, Benares. 

7. Mr, H. B. Batheja, Patna. 

8. Mr. A. C. Sen 'Gupta, Nagpur. 

9. Mr. P. Basil, Indore, 

10. Mr. J. 0. Sinha, Dacca, 

11. Mr. J. W. Thomas, Lahore. 

12. Mr. S. Kesava Iyengar, Hyderabad (Deccan). 
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The invitation from the University of Allahabad to hold the 
next Conference there during the Christmas Holidays of IQB-d-SO 
was accepted and Prof. 0. D. Thompson was elected Hon. Local 
Secretary for that Conference. 

The following subjects were selecied for discussion at the 
Allahabad Conference : — 

(1) Marketing. 

(2) Indian Finance. 

(3) Development of economic thought in the twentieth 

century (either an individual author or a specific 
theory to be selected by the writer of a Paper). 

It was resolved that — 

(1) Papers should be submitted in typescript form only and 

should not exceed more than ten pages of the Journal 
in length ; 

(2) that the subjects for discussion at the Allahabad Con- 

ference should be intimated to all members of the 
Association not later than. 31st March, 1929 ; 

(3) that the last date for acceptance of Papers by the Hon. 

Secretary and Treasurer should be 30t/h September, 
1929; 

(4) that the Hon. Local Secretary should despatch printed 

copies of such Papers, not later than 15th December, 
1929, to those members who intimate to him in time 
in writing that they will attend the Allahabad Con- 
ference ; 

(6) that writers of Papers who fail to send them to the 
Hon. Secretary and Treasurer in time, i.c., so as to 
reach him before 30th September, 1929, must send 
100 printed copies of the same to the Hon. Local 
Secretary, Allahabad, so as to reach him by 15th 
December, 1929, at the latest; 
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(6) that no Papers will in any case be accepted after that 
date. 

(Moved by Mr. B. M Joshi, seconded by Mr. N. S. Narasimba 
Iyengar, carried nem con-) 

Mr. Badbatamal Mnkerjee was not present to move the 
proposals of which he had given formal notice, and Mr. N. S. 
Narasimha Iyengar withdrew the no^’ce of motion which stood 
in his name. 

A vote of thanits to the Ohair brought the meeting to a close. 

V. a KALE, ». M. josm, 

President, Hon. Seoret^ary and Tfeiaurer. 


F. 50 
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Report for the year ending 30th September, 1928 

At the beginning of the year tiiere were 126 members on our 
register. Of these 20 resigned during the year and 20 new 
members were enrolled so that at the end of the year our strength 
of membership was maintained. 

This year the Association was able to enrol its first life 
Member in Mr. E. 1). Dalai of Bombay. 

The Association is grateful to the Eeception Committee of the 
Calcutta Economic Conference for the donation of Es. 100 kindly 
made by them towards the funds of the Association in March last. 

From the audited Statement of Ecceipts and Payments, it 
will appear that the financial position of the Association has 
appreciably improved during the year under review. 

B. M. JOSHI, 

Hon. Secretary and Treasurer. 

The Sydenham College of Commerce 
and Economics, Fort, Biombay, 

16th December, 1928. 
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STAFF. OF ACCOUNTS OF THE JOUENAU 


Profit and Loss Account for the Year ending 
31st May^ 1928 
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INDIAN LABOUB ORGANISATION 
AND FORCED LABOUR 

BY 

P. P. PiLLAI, 

] ntemfitional Lahour Office, New Delhi, 

Wilberforce achieved a great moral victory and a spectacular 
triumph when he succeeded in rousing the conscience of the civilised 
world against the institution of slavery. The victory was, however, 
in no sense complete. An impressive gesture had no doubt been 
made against so barbarous an institution; but nonetheless, slavery 
or forms of slavery persisted in different countries. Some of the 
more backward countries refused to abolish slavery; others^ while 
outwardly conforming, permitted slavery in various disguised 
forms. The most persistent of all such forms of quasi-slavery, is 
forced labour. It may be defined as all work or service which is 
exacted under menace of any penalty for its non-performance, and 
for which the worker does not offer himself voluntarily. The 
difference between slavery and forced labour is that while, under 
the former, the victim is openly denied the legal status of being 
a tree agent, under the latter, the law recognises the workers’ 
free status, but nonetheless provides sanctions for oompulBion of 
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work. It will thus be evident, from its very nature, that forced 
labour cannot exist among politically advanced communities. The 
problem is one which affects for the most part, though not ex- 
clusively, the working conditions of subject peoples who are under 
the administration of races alien to themselves. Forced labour 
in more or less diluted forms still exists among the populations of 
some of the colonies, and in parts of the world which are yet in 
a backward state of political development. In the accepted 
terminology of the day, such peoples are grouped under the collec- 
tive designation of natives,’’ and their conditions of labour as 
** native labour.” 

The contemptuous implications of these labels, as also the 
unjust incidence of the exactions of forced labour have been 
keenly resented, not only by the more i)olitically conscious among 
” native ” populations, Imt also by the awakened conscience of 
humanity. For a time a sluggish acquiescence in an admitted- 
ly unjustifiable system wuxs tolerated; but the policy of laissez 
fnive soon gave way to active endeavours for the eradication of the 
evil. The question of forced labour was brought into the sphere 
of international consideration for the first time by the Covenant 
of the League of Nations, in which, though no direct reference is 
made to the question, the significant declaration is made in Article 
22, that the well-being and development of peoples not yet able 
to stand by themselves under the strenuous conditions of the 
modem world ” is ” a sacred trust of civilisation.” The idea 
receives further amplification in Article 23, which makes it obli- 
gatory on members of the League to endeavour to secure humane 
conditions of labour for men, women and children, both in their 
own conntries and in all countries to which their commercial and 
industrial relations extend,” and to undertake to secure just 
treatment of the native inhabitants of the territories under their 
control.” The principle was thus authoritatively enunciated that 
subject populations were to be accorded an irreducible minimum 
of social justice, to make encroachments on which would be a 
gross violation of a sacred charge. The same spirit anizpated th^ 
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Mandates given by the League of Nations. Both the B and 
“ C types of mandates contain an article on forced labour. The 
formula employed in the “ B ’’ type runs as follows: — The 
mandatory shall prohibit all forms of forced or compulsory labour, 
except for essential public works and services, and then only in 
return for adequate remuneration.’^ Another clause runs: — “ The 
mandatory shall protect the natives from abuse and measures of 
fraud and force by ihe careful s’^pervision of labour contracts and 
the recruiting ot' labour.’’ The Temporary Slavery Commission of 
the League c^‘ Nations came to mnch the same crnclusiou, and on 
ilie termination of its labours, the Comraiision, through its (Chair- 
man, submitted 1o the Council of ihe League suggestions io the 
eft'ect that measures should be taken for tlie prt.hibition, even 
in non-mandaicd territories, of ‘‘ forced or compulsory labour, 
except for essential pi^blic works and services,” and to ensure 
that proper precautions are taken by the ai thorities concerned in 
the recruiting of labour. 

The Slavery Convention which was adopted by the League 
of Nations Assembly on the 25th September, 1926, was even more 
definite in its conclusions regarding forced labour. Article 5 of 
the Convention runs as follows: — ” The High Contracting Parties 
recognise that recourse to compulsory or forced labour may have 
grave consequences, and undertake, each in respect of the terri- 
tories placed under its sovereignty, to prevent compul- 

sory or forced labour fiom developing into conditions analogous 
to slavery. It is agreed ihat (1) subject to the transitional regula- 
tions laid down in paragraph 2 below, compulsory or forced 
labour may only be exacted for public purposes ; (2) In territories 
in which forced labour for other than public purposes still sur- 
vives, the High Contracting Parties shall endeavour progressively 
and as soon as possible to put an end to the practice. So 
long as forced labour exists, this labour shall invariably be 
of an exceptional character, shall * always receive adequate 
remuneration, and shall not involve the removal of labourers 
from their usual place of residence; (3) In all cases the 
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recourse to forced labour shall rest with the competent central 
authorities of the tenitoi'y concerned/’ A Resolution of the 
Assembly to the effect that as a general rule, it (forced laboui*; 
should not be resorted to, unless it is impossible to obtain voluntaiy 
labour, and that it should always receive adequate remuneration ” 
placed further restrictions on forced labour. Though these steps 
went some way to mitigate the evils of this system, it was still 
felt that total eradication should be the ideal aimed at, and that, 
for preparing the ground, ensuring simultaneity of action and 
uniform advances, further measures shoiild be taken. According- 
ly, the Council of the League at its 43rd session on the Gth Decem- 
ber, 1926, on the motion of Sir Austen Chamberlain, empowered 
the Secretary-General of the League to communicate to the 
Governing Body of the I.L.O., a copy of the Slavery Convention 
and “ to inform it of the importance which the Assembly and the 
Council attach to the work undertaken by the i.L.O. with a view 
to studying the best means lor preventing forced labour from 
developing into conditions analogous to slavery.” The l.L,0. 
thereupon embarked on the preparation of a report on forced 
labour, and in May 1926 set up a Committee of Experts, including 
among other distinguished persons Sir Selwyn Fremantle, to 
address itself to the task. The Report on “ Forced Labour,” 
recently issued by the I.L.O., is largely the result of the Com- 
mittee’s labours; and further, it was on the Committee’s recom- 
mendation that the question of forced labour was placed upon the 
agenda of the 1929 session of the International Labour Conference. 

The texts of the mandates and the International Slavery Con- 
vention represent the high watermark of international legislation 
controlling forced labour. It has been seen that even these two 
documents, while they register considerable advances on the hither- 
to unregulated exploitation of the labour of native ” popula- 
tions do not go to sufficient lengths for the absolute abolition of 
the evil. Besides the countries regulated by the mandates and 
the countries which have subscribed to the Slavery Convention, 
there yet remain vast territories in which the writ of the mandates 



INDIAN LABOUR ORGANISATION AND FORCED LABOUR 657 


and the Slavery Convention do not run, and where there are no 
precise legal enactments for even qualified control and supervision 
of forced labour. It is clear that, before a satisfactory interna- 
tional agreement on forced labour can be arrived at, these countries 
have to be brought into line with at least the minimum common 
advance made on the various issues raised by forced labour. Then 
again, there are certain fundamental differences between the teixts 
of the mandates as relating to forced labour and the Slavery 
Convention of 1926, which require harmonising. Thus the man- 
dates are peremptory on the point that no forced labour permis- 
sible except for “ essential public works infl services.'^ The 
Slavery Convention gives more ktitude, and as a “ transitional 
provision/’ permits forced labour for other than public purposes, 
namely for private employers, provided that progressive effort is 
made to put an end to it Attention may here be drawn to the 
phraseology employed in the two cases: the Mandates restrict 
forced labour to “ essential public works and sercices,'^ while 
the Slavery Convention contents itself with the more general term 
public purposes,'' It is felt that the lass exact phraseology of 
the Convention may lead to certain abuses of forced labour* 
even under permitted categories, a j^ossibility which is precluded 
by the less ambiguous and more severe wording of the text of the 
Mandates. 

So much with regard to the existing stipulations for the pur- 
poses for which forced labour may be exacted; but the circum- 
stances under which forced labom* may be resoi*ted to as defined 
by the Mandates and the Slavery Convention are left still more 
vague. While the Slavery Convention contains nothing on the 
point, the Mandates make a perfunctory attempt at definition, by 
the tackling on of the solitary qualifying adjective essential ** 
to public works. The point does not require stressing that 
such vague attempts at definition must lead to unconscionable 
discrepancies between the intent of legislation and the methods 
and effects of its application. The exhaustive comparative study 
of the conditions of forced labour in the various countries of the^ 
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world made by the I.L.O., and the Grey Report on Forced Labour 
which is the result of it, make it clear that there is considerable 
divergence of practice with regard to the purposes and conditions 
under which forced labour is resorted to in different countries, as 
also with regard to the rates of remuneration and the authority 
responsible for sanctioning resort to it. The nature, scope and 
intent of national legislation on these points as obtain at present 
in various countries diflfer more than they agree : they traverse the 
whole gamut of subtle gradations from slavery to voluntary 
contracts. National legislation and practice have in many 
cases gone farther at present than international law in res- 
pect of the regulation of the conditions under which a labourer 
may be forced to work and the safeguards which should surround 
him at his task. But there remain countries at the other end of 
the scale of political advancement, in which next to nothing has 
been done for the protection of the poor unfortunates liable to 
exactions of forced labour. The I.L.O., by placing the question of 
forced labour on the agenda of the twelfth conference with a view 
to the adoption of an international convention on the question, has 
taken a constructive step of great value and efficacy for the crea- 
tion of definite international standards for the regulation of the 
problem. 

The Committee of Experts appointed by the I.L.O. laid it 
clearly down as its considered verdict that in the opinion of this 
Committee all forced labour should cease at the earliest possible 
moment, and the Committee therefore recommends that it should 
be the aim of all Administrations to hasten the time when forced 
labour of any nature shall cease to be imposed.'' Expert opinion 
is thus unequivocal on the need for complete cessation of forced 
labour, but makes concessions to expediency in recognising the 
impossibility of stopping the evil all of a sudden, and therefore 
contends itself with a strong plea for hastening the time when 
forced labour shall be completely abolished. The Draft Question- 
naire prepared by the I.L.O. has been framed with a frank recog- 
nition of the limitations of the situation, and seems to indicate 
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that the I.L.O. is also preparing for a gradual, but more accelerat- 
ed pace of international action on the question. Thus the Tery 
first question on the Diaft Questionnaire is cautiously warded in 
the following manner: “Do you consider that the International 
Labour Conference should adopt a Draft Convention the object of 
which is to hmif and regulate the use if forced or compulsory 
labour? ’’ It is impossible to fore^'ast with any accuracy what 
will be the actual nature, scope and extent of any Draft Conven- 
tion that may be adopted at the forthcoming Conference; but it 
will not be too venturesome to hazard the o‘uep8 that the action of 
the Conference will mark considerable advance on the general 
principle for the control of forced lauour as laid down in the 
existing international documents l)ecjnng on vhe point, and the 
forced labour clauses of the Mandates and the Slavery Convention 
of 1926. 

A more ])rofitable method of approach to tlie subject, ptuhaps, 
will be a brief study of the (‘onditions that tend to a situation call- 
ing for forced labour and of the concensus of enlightened public 
opinion on such conditions. It is a commonplace of economics 
that social policy and economic policy are inseparable and develop 
side by side. The working of the principle is clearly discernible 
in the existence of forced labour, which is often the result of too 
rapid development and industrialisation of more or less primitive 
areas. It is the questionable activities of the concession-hunter 
and the monopolist, operating in undeveloped areas inhabited by 
backward populations, that precipitate conditions favourable to the 
emergence of forced labour. In other words, it is when the demand 
for labour is allowed to outrun the supply of voluntary labour as 
the result of unregulated incursions of industrialism, that the neces- 
aity arises for recourse to forced labour, and a state' of feeling is 
brought about w^hich tends to overlook humanitarian considera- 
tions. The excesses of rubber growers in the Belgian Congo, 
which at one time excited so much indignation, are outstanding 
examples of the length to which unbridled industrialism might go 
tp achieve its immediate ends. 
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It is questionable how f^r even these ends are subserved by 
unscrupulous recourse to forced labour. It is affirmed by reliable 
authorities that the quality of the work performed under compulsion 
is so much inferior to that rendered by free labour as to be econo- 
mically disadvantageous. The South African Native Affairs Com- 
mission, 1903 — 1905, state in paragraph 386 of their report, that any 
measure of compulsion was to be deprecated not only as unjust, 
but as economically unsound. The standard of work under any 
system of compulsion will naturally be inferior to that of volun- 
tary workers: and in addition the fact that compulsory labour is 
available tends to discount enterprise and progress by diverting 
attention from the possibilities of labour-saving machinery.'’ At 
the first blush, it may be difficult to discount so tempting a propo- 
sition as something for nothing ” represented by the free re- 
cruitment of even indifferent labour on nominal or even no wages. 
A study of the psychology of native " populations subject to 
such exactions will, however, facilitate a clearer perception of the 
situation. Anthropological writers agree that an important cause 
of the dimunitions of population observable where the system of 
forced labour is rampant, is that under such circumstances, the 
compelled workers are robbed of the will to live," and there 
can be no doubt that the reactions of the humiliation inherent in 
compulsion play some part in this. Mr. Joseph Wauters, the Bel- 
gian Minister of Labour, expressed himself thus as early as 1924 
on the conditions in the Congo: Everyone is struck by the 

sj-arsity of the population throughout the T.,if3wer and the Middle 
Congo. Every one states that the evil is of long-standing, that it is 
the result of the old slave trade, more recently of alcohol, but above 
all of porterage in the time of T^opold, of rubber-hunting and of the 
ravages caused by railway construction." Who can deny in the 
face of such convincing testimony that the initial quick returns of 
forced labour are absolutely deceptive, and that in the long run the 
hands of the clock of economic progress are put back by decades by 
premature and unregulated attempts at development, absolutely dis- 
proportionate to the labour resources of the territory concerned P 
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' It is therefore reasonahle to assume that, in any international 
action that may he taken for the aholition of forced lahonr, ade- 
quate consideration will he ^iven to prevent overhasty development 
of primitive areas without regard to the labour possihilities of the 
area. But even with the utmost care In this direction, a residuum 
of forced labour may he inevitable at least for the present. But 
here again, it is reasonable to assume, that in all cases of future 
recourse to forced labour, steps will he taKen to ensure (1) that 
the work to be done or the service to he rendered is in the direct 
interest of the community called upon to do the work ot the service; 
(2) that the work or service is of act .al imminent necessity; 

that it has been found imno.^siVe lo ohtein volunlary labour 
for the work by the ofPer of the rates of Avnges n?liTig in the area 
concerned for similar work or setwice r,nd '4) that the work or 
serviee under considerat'nn will not lay upon the present popula- 
tion eoneemed too heavy c burden, h iving regard to the labour 
available and its eaoaeity to undertake the work. 

Before closimr, it remains to be seen, bow far the problem of 
for(‘ed labour coueerns Tudia. Fortunately, the inquiry conducted 
by the I.L.O, Kweals that the evil hes not assumed any serious 
proportions in British India, though it is not exactly unknown. 
Tn Bihar and Orissa, for instance, compiilson" work is exacted by 
tbe Government in certain aboriginal areas in connection with the 
upkeep of public roads and minor public buildings in tbe vicinity 
of the village community from which labour is levied. Again 
in parts of the Rantal Parganas and distriets of Ringhhum, the 
Government, instead of imposing local taxation, require village 
communities but little advanced from tbe primitive stage to main- 
tain their own share of the public roads running ihrmigh their 
settlements. Forced labour for ]irivate purposes is however strief- 
Iv forbidden in India, with the exception of the labour dues which 
are exacted in many parts of India, under ancient custom, by land- 
holders from tenants and agricultural labourers. In most, if not 
in all, of such cases, the labour obligation of the tenants carry with 
it a feeble measure of corresponding rights, and hence the asperi- 
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ties of the system may be said to be mitigated by a show of equity. 
Section 374 of the Indian Penal Code provides that any person who 
unlawfully compels a person to labour against the will of that 
person may be jninished with imprisonment vrith or without hard 
labour for a period not exceeding one year or with a fine, or with 
both. The situation in Indian States, however, is not so clear. 
From time to fime, one comes across hair-raising accounts of the 

hpijar svsiem or Foit'ed labour as pvacdisod in soiiC‘ of the more 
backward Indian States, but in ihe absence of a proper inquiry and 

definite information, it is difficult to fi^sess these newspaper ac- 
counts at their proper value, and to sift Ihe grains of truth from 
the exaggerations of the free-lance journalist. That the evil, in 
some measure or other, still persists in some at least of ihe Indian 
States seems io be clear from a I'osolution passed at the first 
session of the Rajputana States’ Peoples’ Conference held at Ajmere 
on the 23rd and 24th August, P)28. This nvsolution asserts that 
the system of com])ulsoi'y labour prevails in ‘^ome of ihe Indian 
States, particularly in Rajputana, and calls upon Ihe nulhoriiies to 
abolish it without delay. Is it too much to be ho])ed ihat the 
challenge implicit In the resolution will l^e coiirn,geously accepted 
by the States, if any, to which it ap])lies, and ihat, if the charges 
prove to be iusfified, speedy measures will be taken to put an end 
to the system P 
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J o iiic ijiailiemuiical cconoiu.sl ilie t>ubjocl ot ixiarketiiig must 
iuac an UJiusual laHcinalion since uoniand cuincs <ji deman ! ec|ua- 
iLons iuini one-liall and peak/ ps llie more suotle and elusive kali, 
of economic Uieoiy. Our supply curves are more or less standardis- 
ed Lecaiise nearly csveiy iking is known today oi costs by ike “ ka-rm 
iLuit was done by iticardo's kabit oi laying* disproportionate stress 
on tke side oi cost ,.£ production ” (Marskall, L'rinciples, p. 64 :), 
and uur growing inlorinaiion ol botk industriai pli^siology and 
nidus I rial psychology kas helped us to obtain that knowledge with 
precision. On tke other hand, ‘‘ the theory oi demand ’’ says 
Marshall “ is yet in its iniancy/' and although he himself has con- 
tributed ceitain leading conceptions, it is true that as Professor 
MilckeJl says, “ with JJr. Marshairs lorinulation oi the problem 
it was impossible to get quantitative results,’’ because among 
other things, he proceeded on the assumption that tke shape oi 
the denlaiid curve is known. It was Professor Moore on the con- 
t**afy that had to derive in his Economic Cycles, his curves oi 
demand and to obtain by mathematical processes equations 
expressing' the relations between the demands for, and the prices 
oi, certain crops — corn, hay, oats and potato — and measuring the 
elasticity of demand for each crop. A working measure of elas- 
ticity is in some manner available, though not precisely, when in 
those highly complex exchanges of the world, futures and defer* 
led deliveries are freely indulged in; for, as Prof. J. G. Smith 
in- his “ Organised Produce Markets ” says, such transactions are 
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only passible on a lai'ge scale where comijetition is keen and when 
demand is extensive and fairly inelastic. And accordingly these 
advanced markets have found it necessary to organise survey 
operations on extensive prognastic methods. One of these opera- 
tions includes the determination and interpretation of prices, with 
a view to forecast. “ In each of the field of business activities — 
in pi'oduction, in commerce, and in finance,’’ — says l)r. J. 11. 
Henderson forecasts must be made and prosperity largely depends 
on the ability shown.” 

Obviously scientific forecasting is desirable. Briefly speak- 
ing it means “ making forecasts on the basis of all relevant data 
and with a knowledge of the underlying tendencies of economic 
life instead of trusting to huphaisard methods and incomplete in- 
formation.” Detailed studies have revealed the existence of 
certain related movements among the several factois that enter in- 
to business and to that end careful examination is made of the ebb 
and flow not only of production but of commercial and financial acti- 
vities as well. Among the best known forecasting services are 
those in the United States, and the Harvard Economic Service, 
the Brookmire Economic Service, the Babson’s Statistical Organi- 
sation compile up to date information on general business condi- 
tions and construct business “ barometers ” by means of which 
they make their forecasts to their subscribers, among whom aie 
thousands of businessmen, hims and corporations. In England 
besides the London and Cambridge Economic Service, the Federa- 
tion of British Industries makes a detailed survey of business 
conditions and publishes a business barometer. ‘ ‘ Similar develop- 
ments have taken place in certain countries of Continental Europe” 
we read in the Economics Educator (p. 742) pai’ticulaxly in 
Germany, Sweeden, France, Italy and Austria.” While the gene- 
ral course of business activity is to a large extent studied by tht'se 
organisations, scientific forecasting has also been attempted in 
the more difficult field of special industries as well, and notable 
investigations are those by the American Telephone and Tele- 
graph Company, American Radiator Company, the General Motors 
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Company and the Eastmann Kodak Company in America, by the 
British Electrical and Alb'ed Manufacturers' Association and 
Messrs. Kovvntree and Company in (Ireat Jiiitain, and those by 
individual researchers like Sir tl. Stamp (,-1 .K.S.S., Vol. 81, ldl8), 
l)r. E. 0. Snow (J.11.S.S., Vol. 8C, 1920 and Vol. 89, i92(>}, etc., 
among others. 

Although several theories ol lor'‘‘:astin«f have been advocated, 
it is however now well-known that \arious t^pes of business acti- 
vity show similar cyclical movements, but instead ot biuiig* all 
simultaneous tliey follow each other in som^* v\^41-known siu cession. 
This sei^uence theory has generally been well verified, particular- 
ly in the forecasts of the ll<U'vm* Economic Service, although tiie 
time lag between the various moverients jf li^iaiicial, commercial 
and productive activities vary both in duratior and in intcmsity. 
The action and reaction theoiy, that to every action then* is an 
(‘qual reaction, is more in analogy with the law of mechanics, and 
the liabson’s Statistical Urganisation which places the greatest le- 
liance on this theory has several accurate forecasts to its credit. 
But in actual practice the difterent forecasting agencies, while 
each advocating special importance to some given methods, do not 
limit themselves to any one method alone, as it is well recognised 
that several factors of business and political life never experienced 
in the past suddenly rise to importance and aiiect the ihythm of 
economic life. The making of these estimates obviously demands 
capacity for sound and shrewd judgment and the net:essity to allow 
for new factors and tendencies renders forecasting fax from being 
automatic. 

Nevertheless certain factors — at' least four well-defined dif- 
ferent groups of factors — are recognised as affecting b.^siness 
activity. The existence .of a general trend of development over a 
long period, and that of a recurrent seasonal influence in stimulat- 
ing or stifling business activity according to the season of the 
yeai* are two pretty well-known factors, and both popular judg- 
ment and statistician’s art have devised methods to adjust or 
forecast changes due to each of these factors. These are oomplicat- 
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ed to a certain ei^ient also by the changing power of money to pur- 
chase, and the equally changing will to buy, but it is no exaggera- 
tion to say that both these aspects of marketing can be, and are ful- 
ly and properly allowed for by technical iiiCthods. krom the fore- 
casting point of \ie\v the la-ctor of predominant importance allect- 
mg business acti\ity is what is known as the ‘ trade cycle.’ 
Although lecurrent periods of prosperity, recession, depression 
and revival are commonly experienced in nearly every trade, yet 
the diherences in the duration and intensity of these phases are so 
\ unable that the sceptic’s vision perhaps obscured and it even 
tails to recognise what is actually exialent. Even if all previous 
studies on ihe trade cycle may ha\e tailed to convince, the monu- 
mental work ot Er. Thorp, the Business Annals, published under 
the auspices ot the American Aaiional Jiureau of Economic Ke- 
search, surveying the tacts of IT countries of the woitd tor periods 
between oG to IdG years in each case, has not only clearJy and 
finally estubiished ihe existence of the trade cycle beyond the 
shadow ot a doubt, but it also gives precise measures of its duration, 
its intensity and its international reiatiunship. The fourth factor, 
or the fourth group of factors, is more elusive and comprises mostly 
ol a non-econoiuic kind — the making of w ar and peace, diploma- 
tic strains, domestic disorders, changes of political administration 
and economic iiulicy, droughts, fhmds, earthquakes, epidemics 
among men or cattle, and the like ” — and their accidental or ex- 
ceptional character has as yet baiiled a precise quantitati\e 
estimate. 

With this preliminary description 1 may state that the original 
object of this paper was to have made along these lines a positive 
study of some selected crop or industry and communicated the 
results ot my statistical investigations. There were several prob- 
lems. The rather confused, if cautions, statement extracted below 
from the liepoit of the Second Tariff lioaid (Cotton Textile 
Industry) was a challenge. We read (pp. 124-25) there is no 
more difficult problem in economics than that w hich is presented by 
a trade cycle, the causes of which are complicated and obscure in 
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the extreme. All tlint cnn he said is that, Avhile the period for 
which hoom or depression nay last varies in dnrntion, both boom 
and depression invaiiaolr come to an end, ai»d to the extent to the 
depression in the cotton textile indnsiry in India is the ontcome 
of the cyclical character of trade, it is not of a permanent nature. 
It is obviously impossible to prophesy when the n])wnrd movement 

will bej^in, bnt a common. em^n\^ of improved conditions 

should not bo Ions* dobwod. The le^vnt ho.«vy tall ni the price of 


American cottf>n has undoubtedly made matiers worse .... but 
the return to tlm pre-war level of co*^! of the raw material . . . . 

should mean fl^o aT'TU’oju'hlne* end of fho pc^'ied of fall in pricovs 

and the consequent ro( ovory of confidence the 

lack of which has iirnyod so dcti'ionmtal the industvy.” There 


was also the vacuo caf do^iiinp^ that the A jn^ri cultural f/f'mmission 
had mad(* for the benefit of the future Afarbet Survey Ofi^cer. TVe 
read "p. dOfi), wIuto ndiable and continuous statements of 
prices (‘xist. he should examine the moAuunent of prices over a 
period of years and the ('\tent to which seasonal fluctuations appear 
and to Avhich TU'ices differ between one locality and another .... 
JTe Ayill then turn up the conditions of demand and obtain a jsreneral 
apureciatiem of what is demanded in terms of both quality and 
qnantitA'. Here a.cain, an examination of seasonal fluctnations and 
of local conditions Avill he required.” But the piesslnp^ demands 
upon my time apart, T have felt at various tiu’es durino' this abor- 
tive research what has been so correctly ex])ressed fpara 347 ) bv 
the Pommissionors themselves that ‘‘ it Avill not be possible for 
the whole investio*ation to bo carried out by one individual ” and 
that if surveys ar(' to bo of value tbe pcu’sonnel enp^aj^ed upon 
th(U)i must be suitably e<]nipped and tbe plan of investigation be 
both businesslike and thoronph ” and so on. lirowinjr recognition 
is now b(uii^>’ made of team work in rcscar(‘h and tbe active 
eno’ac’ement of Hni versifies and of learned associations in economic 
invest! ^^•ati on s bas been ur^^cd by more than one Oommission. Will 
it be too mneb therefore to ask that this Indian Economic Associa- 
tion instead of being merely content Avith an academic discussion 
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of papers at tliis conferenre, mav carry its interest further during 
the year and plan the i^rodnction of an authoritative and scienti- 
ficallv acrnrate report on some crop or indnstr^^ hy a representa- 
tive hody of investi^yntors? Such a i'ro«Tamme will perhaps cnt 
fresh sod in the held of endil'wed staiistical inquiry in this country, 
but more than that it will secure the desirable and mutuallv usefxil 
association of businessmen with academic persons. Tt is well- 
known ihat the T ondon and Oambrid«:e Economic fservice is sup- 
ported veiw lare‘(dv by subscriptions from b^rsipess firms, while 
also the lisi of institutions in the TTnited Stages resnonsible for 
and assistino’, co-ordinated team work in ihat country is now very 
imposing*. T venture to hone that this snjrp^estion will be earnestly 
taken up bv the Committee of Ihis Assoeiafion and some definite 
seheme announced. 

T propose however in tin' rest of the paper to summarise and 
further analA'so fiMipi Ihis coint (’f view the ■’■"ost valuable data 
for ihe period of 80 venrs between IRDO — 1025 of the Tbisiness 
Ann.als of India collected bv T)r. Thorn for the TIo. 8 Enblication 
of tin* Nalional Bureau of Economic Bes(»arch. Tn this book of 
Business Annals, the dnminntintr phases of the husiness eonditions 
fo7‘ ('ach selectt’d <^‘onnt7'v are deT*icted in five leading narao'Taphs 
for each year, and alfhou^h nnfortimately no numerical measure 
is o*iven of any of the features dealt with, the descriptive terras 
omploved are nevertheless very serviceable. The first para^yraph 
is a phrase summarisinp: the conditions of the year as a whole bv 
otie or other of the terms ^ depression/ ^ regression, ’ ^ prosperitv/ 

' revival,’ qualified with the prefix '' mild ” or iinoualified as may 
1)(» necessary. In Ihe ac(‘ompanyin^>‘ fahle Avhere the data are re- 
liToduced (at ihe end of this paper) in ahhreviated form so as to 
present the entire situation at a <?lance, these ;reneral conditions 
are enteu’ed on the I'xtreme left in the order V (to denote an year 
<jf prosperity ”), mP (to denote mild prosperity”), R and 
mR (for respectively “revival” and “mild revival”), r 
and mr (for “ recession ” and “ mild reeession ”), md (to denote 
mild depression ”) and d (to denote that the year was one of 
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‘‘depression”). The central four conditions revival and reces- 
sion, mild or otherwise, are grouped together as they all indicate a 
period of transition, the former two denoting the passage from 
depression to prosperity and the latter distinguishing the passage 
in the opposite direction. It will be observed that the 30 years are 
grouped as follows; — 

8 of ‘ prosperity,’ 0 of ‘ mild nrr^-ijperity ’ ; 

12 of transition (including 5 r,’ 4 ‘ inli ’ end 3 ‘ B ’) ; 

2 of ‘ mild depression,’ and 8 of ‘ depression, ’ 

and that considered as progressior in ]‘Oint of time two propeilies 
become obvious ; first, that the pi egression is continuous, neces* 
sarily passing through the transition phaj.e before coming into 
periods of ‘ depression ’ or of ‘ prosperity ' ; and secondly, that the 
progression is in the form of a wave-like figure, with its i)eiak8 and 
pits of varying heights and at differing distances of each other. 
In mathematical language this may be expressed as iiidicafing that 
the “ general condition of the year ” is a continuous function of 
time, harmonic or periodic, whose positions of maxima and minima 
alternate with varying periods and amplitudes. Its business signi- 
ficance is however more suggestive: that periods of boom and of 
depression while they are of varying intensities and of different du* 
rations, do not occur haphazardly, but recur in a ( yclical order with 
some sure indication of a forewarning of the direction in which 
movements for the immediate future will take place. Now it is 
an important step to discover the existence of the functional 
relationshij^ between the two variables, thus gained by mathemati- 
cal analogy, but the determinations of the values of intensity or 
of the duration is a problem of statistics, tedious as well as difficult, 
and we cannot of course attempt on any ])eiiodogram analysis with 
these meagre qualitative data. We can only state that the period 
investigated opens with depression and after some unevenness m 
its intensity for some years in the beginning, there are definite 
returns to depression successively in the years 1893, 1897, 1901, 
1908, 1915 and 1921. The interval between two consecutive 
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returns to ‘ depression ’ has been defined by Dr. Thorp as the 
length or duration of a business cycle, and I accordingly recognise 
b cycles of 4, 4, 7, 7 and 6 years durations successively. Sub- 
dividing the periods by months, Dr. Thoi*p recognises b cycles of 
lengths 7, 4, 7, 7, 4 and 2 years, but the average duration of a 
business cycle by lx)th these estimates is between 5, 2 and 5, 3 
years. Thijs moreover, agrees so well with the international 
pattern discovered by Dr. Thorp on the analysis of 166 cycles of 
17 countries, wherein the mean duration works to 516 years, with 
a probable erroi* of 1-62 yeai*s. Again by slight giouping, it will 
be observed that out of the 36 years examined, 12 are years of 
transition and the rest 24 divide themselves 14 into years of 
‘ prosperity * and 10 into those of ^ depression.’ This works up to 
1*4 years of prosperity to each year of depression, an average which 
occupies middling ])osition between the extreme values 1*86 
(Canada) and 0*45 (llrazil) which the 17 countries considered ex- 
hibit. It must be a little surprising to find that a non-European, 
non-industrial country like ours should have so very well fit in 
into the international scheme in the matter of business cycles. 

The third paragraph in the Annals descTibes the conditions 
in the money market in each year, the jdirases “ money tight ’’ 
or money easy ” being used in their technical senses, indicating 
that money is difiicult or easy to borrow, i.e., interest rates axe 
high or low. The actual phrases em])loyed to show the different 
phases of severity or facility may however he giouped into five 
divisions, which I denote 

tt ” as comprising the 9 years marked ‘ stringent,' ‘ ex- 
tremely tight,' ‘ very tight ’ ; 
t " as comprising the 7 years marked ‘ tight ’ or 
‘ affected ' ; 

“ te ” as comprising the 6 years marked ‘ somewhat easy/ 

‘ easing ’ or ^ paper currency introduced ’ ; 

“ e ” as comprising the 11 years marked definiiely ‘ easy ’ ; 
“ ee ” as comprising the 3 years marked ^ very easy ’ or 
‘ abundant ' money. 



BpSINESlS FORECASTING 


671 


It will be observed that the varialion in the money market is also 
in a clearly marked cyclical form, the years of extreme tightnesja 
tt ” occurring successively in the years 1894, 1898, 1907, 191(i 
and 1922 giving an average duration of (r6 years for a monetary 
cycle, a period somewhat longer than that of the first cycle. 
Another feature of this variaiion is the greater steadiness in the 
repetition of any characteristic w'th the eonsequence that there 
are only 6 years of transition “ tc/’ as against 12 formerly. 
Correlating the general conditions of the year with the money 
market it will be observed that amongst the 10 years cf ‘ depres- 
sion,^ money conditions were ' tighter than normal ’ in 6, ‘ normal ’ 
in 1 and ^ easier than normal ' in 4 years. Tdkewise amongst the 
14 years of ^ prosperity,’ money conditions were easier than 
^ normal ’ in 8 years, ‘ Normal ’ in 4 and ‘ tighter than normal ’ 
in 2 years. This marked association between ease and prosperity 
would have been much greater hut for the indefiniteness in the 12 
years of ^ transition ’ wherein during 9 years money conditions 
were ‘ tighter than normal ’ ; in I, ^ normal ’ ; and in 2, ‘ easi^ 
than normal.’ Perhaps a greater degree of correlation becomes 
manifest when the general conditions are given a lag of one yeai, 
but I believe with scanty date like these, it will be a great fines- 
sing. Moreover such a brief summary as ‘ prosperous,* etc., 6r 
^ money easy,’ etc., cannot provide more than a general impression 
of the dominating feature of the year’s record, and the mutual 
relationship between these are only best measured in terms of suck 
things like (Prof. Parsons) index of trade ” (Carl Snyder's) 
clearings index of business,” or (the American Telephone and 
Telegraph Company’s) index of general business conditions ’* 
on one side and interests rates on the other. 

The fourth paragra^ph of the Annals reports agricultural pro- 
duction and prices, and in relation to India, the crops selected 
are rice, wheat and cotton. In <i way they are representative, hut 
the acreage employed in the cultivation of rice is more than three 
times any other crop and ten times that of any other country pro- 
ducing rice ; besides, rice is harvested usually in April, wheat 
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usually in March, and cotton about November. OonsequAntJy in 
the Annals “ the rice and wheat crops discussed for 1890 for 
example, were harvested in April and March, 1890 and are com- 
monly known as Ihe crops of 1889-90, while the cotton crop was 
harvested in November, 1890; being commonly called the crop of 
1890-91/’ AVe are also told that the statements of crop are given 
on estimates “ which, before 1897-8, were highly unreliable,'’ 
However, crop estimates are given as ‘ record,' ‘ bumper ' or 
' excellent ’ which I have combined as “ A ” or above normal; 

good " and ‘ fair ’ together being combined as N ” or normal; 
and the other descriptive terms such as ‘ small ' or ^ very small,' 

‘ poor ’ or ‘ very poor ' and ‘ failure ’ as B " or below normal. 
Accordingly against each year I have entered the initial letters 
r, w, c of the three crops in the division A, N and B to which 
they have been reported to belong. A similar classification is 
made in regard to the prices of each crop which are called a " 
or above normal when reported as ‘ boom,' ‘ peak,' ‘ very high ’ 
or ^ high ' ; “ n " or normal, when called ‘ good,' ‘ fair,' * risen ' 
or ‘ improved,’ etc. ; and ‘‘ b " or below normal, when described 
‘ low,’ ‘ low’er,’ ‘ fall ’ or ‘ collapse.' 

Now in production also we may notice that the categories A, 
N and B are a i ranged for each crop in a cyclical manner, but 
they are more frequently variable and are also discontinuous; that 
is to say, ihe passage from A to B, or rice versa ^ is not neces- 
sarily through N. We need not therefore pursue this aspect, but 
it will be noticed that while for the rice crop, 12 years are A, 
11 N and the rest 18 B; for the wheat crop, 14 years are A, 12 N 
and the rest 10 B; for the cotton crop, 13 years are A, 17 N and 
the rest 6 B. In other words, larger variations are among cotton 
crops than among wheat, and among wheat than among rice crops ; 
and from a forecasting point of view, it is more hazardous to 
prognosticate the nature of a cotton crop. It is however a more 
interesting problem to determine whether the crops during a year 
are themselves associated in any manner to enable us to pr^ict 
the nature of one crop from that of some other; that is to say^ 
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whether there are likenesses among the crops in their yields or 
HI) likenesses among them. Ariaii^^ed in what are called contin- 
gency tables, the three lesnlting tables are set forth below: 

Table I 


Rice Crop 

(Jotton Crop 

A 

N 

B 

Total 


A N B 

> 

00 

4 

2 

U 


9 5 0 

N 3 

5 

4 

12 


1 11 0 

B I 

2 

7 

iO 


3 16 

Total U 

11 

13 

36 


13 17 6 

A 8 

3 

2 

23 



N 4 

8 

5 

17 



B 0 

0 

6 

6 



Judging from the numbers on the dexter diagonal of each of these 
squares, it appears that there is a greater degree of mutual like- 
ness than otherwise, in the nature of tach of two crops; in other 
words, when it is known that any one crop is i)lentiful, normal or 


scarce, the others are also more likely to be of the same order than 
be different. Calculating the contingency coefficients it appears 
that the association between cotton and wheat is slightly of a 
closer nature than that of either rice and cotton or of rice and wheat, 
both of which are however nearly equal. 

With prices also we may construct as above, in the first place 
three contingency tables as amongst themselves. 
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Table II 



Judging as before from the iiumbeis on the dexter diagonal of 
each of these squares, it appears that between rice prices and 
wheat prices alone there is a likeness of movement, whereas be- 
tween the other two, cotton-wheat, or cotton-rice there is, if any- 
thing an association in the contrary direction. It thus happens 
that cotton has got a market of its own, not very sympathetic in 
movement with that of the other two crops. In fact among the 
individual variations of the cotton prices are included 2 years of 
^ boom,’ 1 denoted ‘ peak prices,’ and 3 of ^ very high,’ prices 
and 1 in which the cotton market is described as ‘ collapse ’ (viz., 
1914), when be it noted that the cotton crop is described as a 
‘ bumper ’ one). 

More interesting tables are those connecting crops with prices, 
and while there may be 9 of them, it is obviously no good trying 
to discover any association between rice (^rop and prices of staples 
other than rice, and likewise with wheat and cotton. Accordingly 
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I reproduce her© ouly the three tables connecting each crop with 
its own market price : 



Rice 

Wheat 



1 Cotton 

Price 

A 

N 

B 

A N 

B 

A 

N 

B 

A 

4 

4 

4 

2 6 

H 

4 

5 

4 

N ’ 

1 

5 

5 

J 7 

4 

5 

5 

7 

B i 

1 

t> 

4 

S 

7 1 

2 

2 

... 

4 

Total j 

11 

13 

12 

1 

10 14 

12 

11 

10 

15 


It may usually be expected tbn'*' there may be some association 
between abunflance or scantiness of crop with ''ither ‘ below 
liomal ’ piico or above normal ^ price of the rame, but unfortnnate- 
]y (except perhajis) in the case of wheat where the positive direc- 
tion of coi relation is between abundance ol' cioi) and ‘ below 
normal ’ (price), no marked association is manifest either along 
Uie dexter diagonal or along the sinister diagonal. 1 tried to 
(‘stimate the correlation by taking an yearns lead, i.e., associating 
the ])rices in each year with the previous yearis crop but I must 
confess that the contingency (coefficient is not much improved 
thereby. Now another factor that enters into j)Tice is the money 
market condition, and the association between these two variables 
is re])resented by the three following contingency tables one 
relating to each crop : 


1 

Rice 

Wheat 

Cotton 

Price of crop 

a n b 

a n b 

A N B 

Money market 




Tighter than normal 

1 ' 5 3 5 

6 5 5 

3 7 6 

N(umal .. 

1 3 2 

2 2 2 

2 13 

Easier than normal 

i 

5 4 5 

2 7 5 

6 2 6 

Total 

! 11 13 12 

10 14 12 

11 10 15 
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There is again no definite indication that an easy, or for that 
matter a tight, money market fetches for any of these crops de- 
cidedly ' above normal ’ price. Apparently price is a factor deter- 
mined by the quality and the demand for the product in outside 
markets, and the inability to get a decisive result of this part of 
the investigation is perhaps a negative evidence of the fact that 
business in a given area depends in the present state of inter- 
national conditions on the influence brought to bear upon it by 
international commerce and finance. In fact fiom general argu- 
ment even, Prof. Mitchell is constrained to observe Business 
Annals,” p. 98 footnote) that in one way, the development of a 
‘ world market ’ for the great agricultural staples even increases 
the hazards of farming. A scanty yield of wheat in Canada, for 
example, need not cause a compensatory rise of prices.” With 
these limitations it is not possible, nor perhaps is it any good, 
to generalise with confidence about variable phenomena of social 
sciences by a mere elaboration of statistical technique on a limited 
array of cases. Moreover, as Edgeworth lias remarked (Quoted 
by Sir J. Stamp on p. 21 of his Statistical Verification of Social and 
Economic Theory ” ‘‘ the non-statistical retider has a natural and 
not altogether unhealthy suspicion of any technical method, any 
organ on which seemed intended to supersede the use of common 
sense. It was ” he continues ‘‘ Locke, or some one who wrote, 
like Locke, against the Aristotelian syllogism, who jirotested that 
the Almighty had not dealt so very sparingly with the noblest of 
his creatures as to make them only bipeds, leaving it to Aristotle 
to make them rational. A similar prejudice on the part of com- 
mon sense against correlation and other mathematical instru- 
ments ” we are warned ” is to be apprehended.” I may however 
again conclude with the remark that the international relationship 
is an additional plea why Indian researchers and businessmen must 
fall into line with other organisations in such problems of market- 
ing. 
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OenerAl 

business con- 


Condition 

Price of 

tiitions of the “oney 

market. 


of crop. 

crop. 

year. 

F mP — md 

d tt t te e ee 

Year 

A N B 

A N R 

md 

e 

lfJ90 

rc w 

c rw 


d ee 

1891 

rwc 

rw c 

md 

ee 

1892 

rwe 

rw 0 


d t 

189o 

.*wc 

c rw 

m!! 

tt 

1891 

rwc 

rwc 

mP 

i 

189.1 

r wc 

rwc 

r 

t 

189C 

c rw 

rwc 


d tt 

1897 

rwc 

rw c 

mR 

tt 

189S 

w rc 

rwc 

mP 

te 

1S99 

rwc 

rw c 

r 

t 

1900 

rwc rwc 


d te 

1901 

w e r 

rwc 

R 

e 

1902 

wc r 

rwc 

P 

e 

ir-o:5 

rwc 

rc w 

P 

e 

1904 

w rc 

c rw 

P 

e 

1905 

rcw 

rw c 

P 

tt 

1906 

wc r 

rwc 

r 

tt 

1907 

0 w r 

rwc 


(1 tt 

1908 

rwc 

rwc 

mR 

te 

1909 

wc r 

c rw 

U 

e 

1910 

rwc 

c rw 

P 

e 

19J1 

r wc 

rc w 

P 

ee 

1912 

rw c 

rc w 

mP 

t 

1918 

wc r 

c w r 

r 

t 

1914 

c r w 

w r c 


d t 

1915 

w c r 

w r c 

R 

tt 

1916 

rc w 

c rw 

P 

e 

1917 

rwc 

c w r 

P 

te 

1918 

r wc 

wc r 

mP 

te 

1919 

rwc rw c 

r 

t 

1920 

wc r 

r wc 


d e 

1921 

rwc 

rw c 


d tt 

1922 

rwc 

rw c 

mR 

tt 

1923 

rwc 

rwc 

mP 

te 

1924 

rwc 

rwc 

mP 

e 

1925 

rwc 

rwc 

P denotes 

Prosperity ‘ 'ifT 

very 

tight A : 

Above normal 

R 

Revised t 

: tight 

N: 

Normal . 

r 

recession te 

somewhat easy B : 

Below normal 

d 

depressiohe 

easy 

r : 

rice 

m 

mild ee 

very easy w ; 

c : 

wheat 

cotton. 

P. 4 
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A. J. Saunders, 

American College, Madura, 

The recently published Eeport of the Committee on Co-opera- 
tion in Madras, 1927-28, affords one the opportunity of review- 
ing the progress of the movement of Co-operation in Southern India. 

I 

In order to get the proper perspective it is necessary to recall 
some of the history of the movement before the principle began 
to be applied to conditions in South India. It is not true that the 
evil which men do lives after them, the good is buried with them. 
Robert Owen of England during the first and wSi'cond decades of 
the Nineteenth Century was at work expressing an idea and try- 
ing to make it current in public opinion ; that idea has lived and 
has clothed itself in a movement which has become world-wide. 

Realizing the evils of organizing industry upon a system of un- 
restricted competition, Owen urged the establishment of a new 
system based upon the idea of unrestricted ro-o])eration for the 
common good. Under such a system all would co-operate to 
produce the necessaries of life, and all would benefit by the results 
of such production. Instead of each striving to obtain the utmost 
for himself, each would work for the good of all, and all combined 
to secure the good of each. Thus, by his work and teaching, 
Robert Owen set men^s minds upon the track of co-operation, 
and helped to lay the foundations of the Co-operative Movement, 
and so earned the title The Father of Co-operation/'^ 

1 Madam’s The Story Ketold. p. 66. 
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In 1844, some fourteen years before his death Owen was 
rejoiced to see the first fruits of ibis new idea in the founding of 
the Rochdale Society of Equitable Pioneers, the real starting point 
of the English co-operative movement. About four years after the 
starting of the Rochdale Society there was begun in London a 
new experiment in co-operation by a group of university men who 
called themselves “ The Christian Socjalists.’’ F. D, Maurice and 
Charles Kingsley are the best kuv wn jnen of thaf group, they were 
Church of England clergymen, but with them were associated in 
active propaganda Avork three lawy^'rs: Hughes, Neale, and Lud- 
low. The Christian Socialists intr^uluced the idea gained from 
France, of a “ Self-G-overning iV^oik Shop.” It was a form of 
co-operation, as Dr, John Matthai exp’rins^ which was under- 
taken neither on behalf of the workers as such nor on behalf of 
the consumers as such, but rather consisted in an endeavour to 
make the workmen their own capitalists. They were to own the 
capital, to control the business and to share the profit. It was 
a combination of workers controlling the means and results of 
production. In other words, it was an association of producers as 
the co-operative store was an association of consumers.” That is 
the distinguishing characteristic of the English system as com- 
pared with the ]Miro])ean and Indian develoi)ment as we shall see 
later. English co-opoialion w<\s begun to benefit the consumer; it 
was co-operative buying and selling — as seen in the co-operative 
store. Later, industrial co-operation came in to enable the work- 
ers to become their own capitalisis, to own and control the busi- 
ness and to share in the profits. It is along those lines that co- 
operation has developed in England; when one remembers that 
England is a highly industrialist country, and that this principle 
of co-operation began to, be applied in the midst of the tremendous 
industrial expansion of the early part of last century, it is not to 
be wondered at, in fact it was the most natural thing, that English 
co-operation should follow along industrial lines. 


2 Mattllfti's Agricnltural Co-operation in India, p. xviii. 
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. WJnen we consider, the movement in Europe we see a very difii- 
rent situation. The pioneers oi co-operation in Europe were 
Ghermans — ^Herr ychulze, Mayor oi Delitzsch, and Herr F. W. Kai- 
ffieisen, Burgomaster of a group of villages with their centre at 
Neuwied. Both men were independent workers, and followed new 
trails; although Schulze of Delitzsch had been influenced by the 
gospel of thrift which had been preached in the English Friendly 
Societies, and Eaiffeisen was attracted by the public savings-banks. 
Both were impressed with the fact that to help the small agricul- 
turist cheap credit must be made available, and further that this 
credit coidd only be provided, if the small faimers by mutual help 
organize themselves to secure the necessary capital. In 1850 
Schulze organized his first Loan Society at Delitzsch. Two years 
later he opened his second one in the neighbouiing village of 
Eilenburg, and also made the first society — a self-supporting insti- 
tution with share capital. In 1845 llaiffeisen founded a Loan 
Society for the support of poor farmers. In 1862 he organized 
another loan society at Anhausen, in which the borrowing farmers 
were themselves the members. Neither Schulze-Delitzsch nor 
Eaiffeisen had Government sanction to establish credit banks, but 
they each saw that this form of making available cheaper credit 
was the best way to help the poor agriculturists of their section of 
the country. Their problem was rural; they sought to relieve 
the indebtedness of the agriculturists, and accordingly they orga- 
nized agricultural co-operative societies for the purpose of supply- 
ing cheaper credit to members. 

In 1856 Schulze-Delitzsch published a book explaining the 
scope and object of his work. It was in 1859 that he organized 
the first congress of banks which resulted in the establishment of 
the General Union of German Industrial Co-operative Societies; 
Schulze-Delitzsch was the director of this organization up to the 
time of his death in 1883. In 1867 he obtained from Prussia the 
first co-operative law which was made an Imperial Law in 1889, 
when limited liabilities was permitted to all forms of co-operative 
society. Raiffeisen took some time to work out his plan rural 
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credits. He contemplated at first a kind dual iystem> aiai as 
explained in the hist edition of his LOAN SOGl£<l!JLE8, published 
in 18GG^ in which he used his Anhausen experiment as the, modei 
Subsequently, he enlarged and improved this model and it beciune' 
known as the “ Ilaiffeisen Bank.^’ In 1877 a general union waa. 
established which finally took the name of The General Union of 
Rural Co-operative Societies, and which spread its operations to 
all parts of Germany.^ 

It will thus be seen that the English system follow the lines 
of industrial cj-operation, while that mostly folluwecl in Europe 
was organizing of credit societies for the beneht of agricultural 
communities. We shall novv see ho\/ these two systems have 
contributed to and helped in the application of the principle of co^ 
operation to Indian conditions. 

II 

At least 70 per cent of India's vast population are attached 
directly or indirectly to the land, so that the ever present econo- 
mic problems of the country are rural, and have to do with rural 
indebtedness, the place and power of the sowcar or money-lender, 
and the need for credit. The Famine Commission of 1880 refer- 
ring to these chronic conditions said: '‘We learn from evidence 
collected from all parts of India that about onc-third of the land- 
owning class are deeply and inextricably in debt, and that about 
an equal portion are in debt, though not beyond the power of re- 
covering themselves." Things were even worse as reported by 
the Famine Commission in 1901: '' In this evidence before us the 

Chief Secretary of the Bombay Government said that 28 per cent 
of the land in Broach had passed into the possession of the money- 
lending classes, and from a report of the Collector of Ahmedabad, 
it appears that in bis district, expropriation of the landowners has 
also made considerable way. Taking all these statements into 
account and comparing them with the evidence we have received, 
we think it probable that at least one-fourth of the cultivators in 

3 Bhatnagsr^i Co-operative Organisation in Britisli India, pp. 25, 26. 
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the Bombay Presidency have lost possession of their lands, that 
less than one-fifth are free from, debt and the remainder are in 
debt to a greater or less extent/’ 

These reports showed the condition to be so bad that something 
had to be attempted to relieve the ryots. Sir William Wedder- 
burn’s scheme for providing capital to agricultural classes on 
reasonable terms having fallen through the IVladras Government 
took up the matter, and began to explore the possibility of the co- 
operative movement to meet the needs of the Indian situation. 
Accordingly,' in 1892 Sir Frederick Nicholson (then Mr. Nicholson) 
was placed on special duty to study the theory and ])ractice of 
agricultural banks in Europe, and to suggest ways and means 
whereby a similar movement might be introduced in India. 
Mr. Nicholson issued a valuable and exhaustive report on the 
systems which he found prevalent in Europe; the action taken on 
that report by the Government of Madras marks the beginning of 
the co-operative movement in South India. Nicholson said: 
“ Find Raiffeisen and the problem of Co-operation is solved.^’ 
Nicholson saw that what South India needed was an adaptation of 
the German system of agricultural societies to make possible 
cheaper credit, and so it is along those lines that the co-operative 
movement has developed in the Madras Presidency. In 1904 there 
was passed into law The Co-operative Credit Societies* Act, and 
immediately the movement began to bear fruit, as the following 
table will reveal : 


Year 

No. of Societies 

No. of Members 

Working Capital 


843 

90,844 

Ks. 

23,71,683 


1,357 

149,160 


44,14,086 


1,963 

180,388 


82,32,225 

1909-10 

3,428 

224,.397 


1,24,68,312 

1910-11 

5,321 

305.058 , 


2,03,05,500 

1911-12 

8,177 

403,318 

»» 

2,35,74,162 


After the revision of the Act in 1912 there was another period 
of rapid growth, for in 1914 the number of societies had increased 
to 14,881, the number of members to 6,95,996, and the working 
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capital to R«. 7,45>31>726. By this time Government considered 
that the system should be thoroughly reviewed; accordingly, the 
Maclagan Committee was constituted in October, 1^14, with terms 
of reference as follows; — 

The primary duty of the Committee will be to examine 
whether the movement, especially in its higher sta'^es 
and in its financial aspect, is progressing on sound lines 
and to suggest any measures of improvement which, 
seem to be required. For this purpose the enquiry will 
be ^^irected primarily to an .^xaminaiion of .such matters 
as the constitution and working of Central and Provin- 
cial Banks, the financial i^unnection between the vari- 
ous parts of the co-operative )”gan:sation, the audit, 
inspection and management of all classes of societies, 
the utilization of the reserve and the manner in which 
the reserve fundc should be exhibited in th(‘ annual 
accounts. At the same time the Government of India 
do not desire rigidly to limit the scope of the enquiry, 
and the Committee may, at its dis(‘retion, consider and 
- make recommendations regarding any important aspect 

of the co-operative movement.’’ 

The (Committee published their report in 1915 ; the activity of 
the co-operative movement in India at the present time may be 
said to rest upon the Act of 1912, as interpreted by the Maclagan 
Committee.^ In spite of the period of the war and the reconstruc- 
tion after the war the co-operative movement has made steady 
progress, as will be seen in the following table: 


Year 

1 No. of 

I BocietieH 

No. of Mombers 

Central Banks 

Working 

Capital. 



, 


(Rs. Lakhn'^ 

1913-14 1 

1.333 

100,,537 

8 

123,21 

1918-19 ; 

3,676 

244,207 

26 

305,21 

1923-24 j 

9.785 • 

616,628 

. 38 

839.27 

1925-26 

1,1973 

748.783 

32 

1,132,80 

1926-2T 1 

1,3357 

830,522 

32 

1,334,34 


Rbateagar's Co-operative Orgaaisatiea in Britiib Indin» pp. 97S, 
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Of the 13,357 registered societies on June "80, 1927, no less 
than 11,000 with 683,315 members were agricultural credit socie- 
ties. The remaining societies consisted of non-credit agricultural 
societies, such as— for purchase and sale, for leasing land^, for 
irrigation, for land reclamation, and for cattle insurance i and non- 
agricultiiral societies, as for example — credit societies, house- 
building, for purchase and sale, and for labour contracts. From 
the nature of these societies it will be readily seen the lines on 
which the co-operative movement has developed in India, and the 
following are the objects which have been held before the people: 

1. To borrow funds from members or others to be utilized 

for loans to members for useful purposes; 

2. to act as the agent for the joint purchase of the agri- 

cultural, domestic, and other requirements of its 
members, and for the joint sale of their produce; 

3. to purchase and own implements, machinery or animals 

for hire to its members; 

4. to disseminate a knowledge of the latest improvements 

in agriculture, handicrafts, and weaving, and en- 
courage its members to adopt them; and 

6. generally to encourage thrift, self-help, and co-operation 
among the members.® 

During the past dozen years the Madras Presidency has been 
applying the principle of co-operation in a number of interesting 
ways, some of which have been highly successful. There came 
into existence in 1912 a new kind of central bank, known as the 
‘‘ banking union. The first one to be established was the 
Madura-Ramnad Central Bank, and it admitted both individuals 
and societies as shareholders. It had as its function not only tike 
finance, but also the supervision and control of all its afldliated 
societies. That question of supervision and proper control of 

S Report of the Committee on Co-operation in Madraa, 1927-28; pp. 8. 0. 
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societies forced itself into prominent notice in 11)10, when the 
number of societies became so large that the llegistrar of Co- 
operative Societies aud his staff could not adeqaateJy supervise 
them. The first non-credit society organised in the Presidency wafi 
the now famous Madras Triplicane (?o-o])eraiive Stores, registered in 
1905. They have had a wonderful success, and iheir success ha.s 
been repeated in other j)laces as well. Other applications of co- 
operation are to be found in the societies for the depressed, back- 
ward, and similar classes; Madras fishermen societies, the reclama- 
tion of the Kallars (criminal tnh's) in Madura and Tanjore; 
lahoui* so(‘ieties; Iniilding socitdies; irrigation and land reclamation 
societies; weavers’ societies; agriciilf aral diunonstration and s\i])i)ly 
societies; and land mortgage banks and MU]>ervisi3n unions. Thus 
it will be se(Ui (hat tin* ramifications of co-operation are exituisive 
in the Madras Presidency, and a tremendous amount of really 
valuable work is being done. Great jirogres., has bf*en made since 
1914, when the last (’onnnittee of enquiry did tlieir work; it was 
now thought to be time for another review of the movement, 
accordingly on September Isl, 1927, the (xovernnHUit of Madras 
announced their decision to a])point a committee to (uniuire into 
th(» ])TPsent state of the co-operative movement in th(» Presidency; 
tin ir re])ort has recently been published, and it is a carefully pre- 
pared document. 


Ill 

The rommittee consisted of a car<dHl]y selected number of 
men, Indian and European, official and non-official, who were in 
close touch with the activities of co-operation in the South under 
the Presidentship of 0. A: IT. Townsend, Esq., O.I.E., T.C.S. I’he 
following weie their terms of reference : — 

1. To examine the progress made in the co-operative move- 
ment in this Presidency since the Maclagan Com* 
mittee’e report ; 
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2. to enquire into the present position and lines of develop- 

ment of the movement and to make recommendations ; 

3. to examine the practice and organisation of the finan- 

cial system and to make recommendations; 

4. to make recommendations in regard to propaganda, 

supervision and control of societies and finance; and 

5. to examine the position in regard to co-operative distri- 

bution, production and sale, and to make recommen- 
dations. 

The Committee have this day io say as their general finding 
on the state of the co-operative enterprise : — 

“ AVe consider that the co-operative movement in the Presi- 
dency has done good, especially in the general reduction 
in the rate of interest charged by ordinary money-lend- 
ers on thcif loans to cultivators. But much remains io 
be done; the movement has not yet touched, even nomi- 
nally, the lives of more than ten per cent of the people; 
in many respects it requires correction, in some a change 
of system, and in some aflditional attention. ’’ ^ 

The most important part of the lieport is that which deals 
with [Problems and Ihoposals, which I shall refer to briefly. The 
failure to make a division between agricultural loan into long 
and short-term loans is in the opinion of the Committee the most 
unsatisfaetory feature of the co-operative movement at the present 
time. This fault brings in its train the large amount of overdues, 
which is a very serious defect in the present organisation. Accor- 
dingly, the Committee have put forward a proposal to divide agri- 
cultural loans into long-term and short-term loans, and they con- 
sider this the most imi>ortant of all their proposals. “ We have 
found during our tours that the localities in which co-operation is 
healthiest are those which have laid greatest stress on short-term 
business. On the other hand, in certain districts where long-term 

6Beport of the Committee on Co-operation in Madras, 1927-28, p. 87. 
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business preponderates, some of the evidence was to the effect that 
the ryots were deeper in debt than formerly.” 

As all workers in this field know ihe crax of iho luatier is in 
frequent inspection and adequate suT)orvision of the individual 
societies. The Committee say ve lay the res])t)nsibility for in- 
spection of primary so<*ieties on central banks, ant! for supervision 
on unions and federations; if this wtuk L* carried cut well and 
faithfully it will ^>o a lon^ way towards making* for sut cess in the 
])ractiee of co-operation. It should be lemembered tha^ ihe move- 
ment owes Its origin to poverty, a:,d to iln' need ft'it to afford some 
relief to poor and helpless j ecq)!?. ('o-tqierution aims at getting 
people CO believe in tlicmseKes, and to believe that they can 
help themselves. Tn otlur words, as emphasised by the Rochdale 
Pioneers: Co-operaiion is a faith as well as a practice.” In 

this connection good work has been done in organising sociefies 
for the depressed, back^vard, and similar classes. These people 
are extremely poor; they have no prope?rty which ihey can pledge. 
Their only asset is their labour and chara(*ter, and these form the 
only basis for their credii. Co-operation in their cases must be 
employed to stimulate thrift, to increase their earning capacity, 
and to secure for them a larger margin of income by better market- 
ing. The special problems which they offer centre round organi- 
sation, supervision, and finance. 

Accordingly, the Committee recommended that the Kallar and 
Criminal Tribe societies should continue under and other similar 
ones should be transferred to the Government liubour Department. 
On the same principle, they consider that the Fisheries De])artment 
should be responsible for all fishermen's societies. Depressed class 
societies should be affiliated, wherever possible, to existing unions 
of caste societies, as is the rule at present. All such societies 
should look to the Christian Central Co-operative Bank for super- 
vision and help, for it is practically the ‘Central Bank for depress- 
ed class and labour societies througbojit the Presidency. 

As agriculture is by far the most important industry in the 
Presidency there is great need to organise agricultural demonstra- 
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tiori and supply sociciies. Some work lias been clone, and ihe 
results arc eiicouragfing; as far as they go, hut the (loin mitt oe con- 
sider that v(My much more remains to bo done in starting societies 
for better farming; for the co-operative purchase of manures, 
])loughs; for ihe (‘o-ofjerativo sale of crops; for the jmivision of 
finance to enable the cultivator to withhold his crops from the 
market at harvest time, so as to secure the advantage of better 
])rices later on, all Ihese and other suggestions offer means of in- 
cn'asiug the cultivator’s income. The Committee strongly urge 
Ihe formation of loan and sale societies for the pniTiose of increms- 
ing the wealth of ryots, by enabling them to withhold selling their 
(‘r()])s till they can command better prices. Every assistance 
should he given to this form of co-operation. 

Next to farming weaving is the most important industry in 
the Presidency, hut ihe weavers as a class are woefully ignorant 
and are sunken in poverty. Here is a wide-open opportunity for 
the co-operative movement, and yet very little successful work is 
being done to help this class of people. Their problem is largely 
one of marketing; at present tbo supply is in excess of the demand 
in their paiticular locality, owing to the introduction of the fly 
shuttle. Co-o]K'rativc selling and the opening up of new markets 
is the way in which their salvation lies. In some centres like 
Madura building societies are popular, and are being sueei'ssfully 
managed; this form of co-()])eration affords considerable help to 
ihe steady income-earner, and enables him to acquire for himself. 
In the matter of co-operative stores, some are working well, bui 
the condition of many is unsatisfactory. For the village popula- 
tion a joint system of purchase is recommended as having a much 
greater chance of success. The Oommitiee endorsed hoariily ihe 
new movement for rural reconstruction,’’ and think that where- 
as the co-operative movement in India has done good work aJong 
the lines of credit societies, the time has come for a more forward 
movement along non-credit lines. They also see groat need for 
co-ordinating the various departments in their work for the good 
of the country. They say: 
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We desire to emphasise an opinion, which is based on the 
evidence of many witnesses, that not enough is now 
being done to co-ordinate the work of the ' nation 
building ’ departments, which do not, we consider, at 
present realise sufficiently what a powerful instrument 
for the furtherance of their work is available to them 
in the co-operative inovt‘m( nt We therefore suggest 
tliat Government c(Uisider the advisability of directing 
district officers of the fo-operalive. Agricultural, 
Veterinary, and Industries Departments to have periodi- 
cal conferences to co-ordiiiato the activities of their 
dopariments, and to submit reports to Govenment of 
the nrogress nade i here in. The presidents of central 
banks and federations should be invited, whenever 
possible, +0 attend these conferences.*^ ^ 

Fundamental to the success of this movement for self-help in 
India is confidence in one another which must be built up on edu- 
cation and training. Hence the first condition obviously is that 
evorv member should have a. knowknlge of the princijdes of co- 
operation, if this co-operation is to be real and not a sham.**® 

On this ])oint the Committee say: 

We have been very much impressed by the lack of 
knowledge of even the commonjdaces of eo-operation 
shown, not only by the members of ])rimarv societies, 
but also by offict'-bearers, and even by the staff 
employed by the various non-official agencies. We be- 
lieve that many of the iinsatisfac^tory features in the 
present condition of the movement are directly attribut- 
able to this ignorance. Even the official staff is, we 
consider, in many respects insufficiently trained for the 
proper dispharge of its duii(\s. Too much importanc/e 
cannot be attached to the necessity for adequate educa- 


7 Report of <hc Coniraittee on Co-operation in Madras, p. 59. 

8 Calvert’s Tiaw and Principles of Co%>eration in India, p. 11. 
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tion in co-operative principles of all concerned in the 
TTiovement.” 

One matter of more than ordinary interest is the question of 
land mortoaoe hanks, both primary and central; the Committee 
see in this practice a means of real help to the aj’iiculturists. 
They say: “We are of the opinion that every effort should he 
made to form primary mortgajyc hanks, wherever possible, to 
])rovide long-term credit for the ryot.’’ “ We are of the opinion 
also (liat very slow progress will be nuide unless a central land 
mortgage hank is formed in Madras to float debentures on mort- 
gages transferred to it by primary land mortgage banks, and to 
finance the latter out of the proceeds of such debentures.” “ If 
our proposals are adopted, we feel sure that large funds of Indian 
insurance comjianies will be invested in the debentures of the 
central land mortgage bank. W^e understand that these companies 
suffer from a lack of suitable mortgage investments, which form 
a largo portion of the investments of insurance companies in 
hngland. We consider that Government should take all possible 
steps to assist in this direction.” 

A good deal of attention was paid to the question of reserve 
funds and fluid resources. The Co-operative Societies Act make 
no reference to the maintenance of fluid resources; that is, io the 
necessity of societies holding a certain jiroportion of their assets in 
a liquid form to meet the claims made from time to time by deposi- 
tors. The conclusion at which the Commitlee arrived by a 
majority, but not unanimously on this matter “ is that the exist- 
ing arrangements with regard to fluid resources are sound, and 
that a change in them is not called for. AVe how’cver recommend 
that, in order to make the existing arrangements absolutely safe, 
steps be taken to ensure that the (‘ontinuance of these facilities is 
made obligatory on the Imperial Bank by some statutory provi- 
sion, contractual guarantee, or other suitable method.” “ We feel 
very strongly that the holding of appreciable tangible liquid 
assets by the central banks is very necessary as a protection to 
the agriculturist.” 
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What is needed in the Madras Presidency is an educational 
campaign putting forth the claims and advertising the advantages 
of co-operation. In thib connection the Committee have made a 
novel and valuable wiiggestion, which ought to be tried: “We 
suggest that if funds ])eruiit, a small fleet of demonstration motor 
vans shoiuld be organised, which should tour the Presidency in 
charge of an officer with special propagandist abilities, and give 
ocular demonstration to tlie ryots ui the rractical value of co- 
operation. Tn certain otlicr ])rovinces a demonstration train is 
being used for the ])in]M)se. But we consider motor vans would 
be more useful in this Presidency We undoistand that ihe 
Agricultural Department has a similar project under consideration, 
and we recommend collaboration wdth that deparinnmi in the 
matter.” 
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i.AND RIGHTS IN BENGAL 


BY 

I. C. Ghosh 

During the debate on the Bengal Tenancy Amendment Bill 
of 1928, the Honourable Member in charge of the Bill (Sir B. 0. 
Mitter) said : ‘ Rightly or wrongly, from 1793 onwards the 

Zamindars have been the proprietors of the soil/ And again: 
‘ To-day, what is the legal position of the Zamindar and the 
Raiyat? In 1793 the Zamindar was made the proprietor of the 
soil/ Anybody who reads the discussions on the Amendment Bill 
cannot but be surprised at the conflicting opinions expressed on 
this important and fundain(*ntal matter. It is desirable that the 
confusion of thought should be removed and we should have clear 
ideas about land rights in Bengal. 

In English law, there cannot be any absolute ])roperty in land, 
in the sense in which it applies to other things. There can only 
be an ownership of an estate in the land; i.e., one can only enjoy 
the incidents of some definite interest in land. But the term 
‘ proprietor ’ has long been used in Indian Tenancy Laws, and 
whatever may be the legal implications of the term, for practical 
purposes, we may safely s]K»ak of ' proprietary interest in land,^ 
so far as Bengal is concerned, without giving rise to much confusion 
of thought. 

In this connection, three classes stand out in Bengal: the 
State, ‘ the Zamindars, independent Talukdars, and other actual 
proprietors of land,’ with whom the permanent settlement was 
made, and the raiyats. The vast number of intermediary interests 
between the Zamindar and the Baiyat, that has grown up 
Bengal, also stand out as a separate class; but so far as their rela- 
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tion with the raiyats is concerned they may be treated on the 
same footing with the Zahiindaxs a^s the landlord cla«s. 

For quite a long time, the question has been diseussed whether 
the State owns the land, and with it the connected question, 
whether land-revenue is a tax or a rent. Ivniinent authorities have 
given their opinion that the State in India, in ihe early Hindu 
and Muhammadan days, had no pre** ^nsiun*^ ot being proprietors of 
the soil, and that its right to tne lund-rc^enuc dencnded for its 
sanction on immemorial custom, which always had been a potent 
factor in the r]ast. The extravagant claim (if Hie State b-dng the 
sole owner of the soil is a conrjiara J\cly later giowth and one of 
the results of the decline of Ihc Mogul rule (see IVi den -Powell, 
Larrd-Sy stews of British Jri/ho^ Yol. 1, tdiap. TV, See. VI). 
Recently, the Indian Taxation Enquiry Committee thoroughly 
reviewed the historical and legal aspects of the (luestion and came 
to the unanimous conclusion that: In the case of land under 

Permanent Settlement, the Government have now no proprietary 
right, and that as regards Khas Mahal estates and waste lands 
outside the I^ermanently Settled areas, they have full proprietor- 
ship.” (Re])ort of T.T.E. Committee, p. 06.) 

One thing is clear. The right of the State to a share in the 
produce of the land is undisputed ; and all land is, in a manner, 
hypotliccated as security for land-revenue. Apart from that, it 
is now of little practical im]X)rtanee whether ihe State may techni- 
cally be called proprietor of land or not. Hence the two main 
classes whose interests in land are to be considered, are ihe land- 
lords and the tenants. 

The Permanent Settlement of Bengal (Regulation I of 1793), 
was the beginning of the systematic attempt to put property in 
land in Bengal, from a. basis of custom to a basis of law and 
contract. It declared that the Zamindars, ind ependent Talukdars 
and other actual prppiietors of land, with or on behalf of whom 
a settlement had been concluded with the Government, and their 
heirs and legal successors, will he allowed to hqld their estates at 
the stipulated assessment for ever. The wording of this declara- 

r. $ 
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tion has been a more fruitful source of confusion and misunder- 
standing as to the status of the various parties that have an 
interest in land in Bengal than perhaps anything else. 

In issuing instructions for the Permanent Settlement, the 
Court of Directors had suggested that the settlement should be 
made with the ‘ landholders,’ ‘ but at the same time maintaining 
the rights of all descriptions of persons.’ The Act of 1798 certain- 
ly put the Zamindars on a definite legal basis as regards property 
in land. But the rights which the Government possessed, and 
those possessed by the Zamindars, were admittedly not exhaustive 
of all interests in land. The fact remains that many of the culti- 
vators had been in possession of the soil from before and they 
did not owe their position to the Zamindars, who were now declar- 
ed ‘ actual proprietors.’ They had their rights in land created 
and recognised by the Common T^aw and Customs of the country. 
During the discussions which preceded the enactment of the Perma- 
nent Settlement, it was evident that the authorities were fully 
aware of these rights, and of the necessity of protecting them. 
But in the Hegulations of 1793 no clear and definite laws were 
enacted defining the rights of the Raiyats and having them adjusted 
once for all. The Government contented with reserving to itself 
the right to interfere in future. This omission is certainly to be 
accounted for by tbe extreme intricacy and difl5culty of the subject 
and bas been candidly expressed by Sir John Shore in his Minute 
of 8th December, 1789, as follows: ‘ The most cursory observa- 
tion shows the situation of things in this country to be singularly 
confused. The relation of a Zamindar to Government, and Raiyat 
to a Zamindar, is neither that of a proprietor, nor a vassal, but, 
a compound of both. The former performs acts of authority, un- 
connected with proprietary rights, the latter has rights without 
real property ; and the property of the one and rights of the other 
are, in a great measure, held at discretion; .... much time will, 
I fear, elapse before we can establish a system perfectly consistent 
in all its parts .... Nor am I ashamed to distrust my own 
knowledge, since I have frequent proofs that new enquiries lead to 
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new information/ Perliaps, circumstances of the time justify the 
diffidence of Sir John Shore, and explain the inaction of Govern- 
ment, but it did not and coidd not take away the existing rights 
of the Kaiyats. As the late Mr. Justice Ameer Ali says; * Though 
the rights and obligations of the iiaiyats were not definitely as- 
certained and recorded before the conclusion of the Permanent 
Settlement, their rights were net altered or in any way affected by 
that settlement.’ (Bengal Temncy Act — Introduction, p. 12.) 
The history of rubsequent legislation in Bengal shows that this 
was recognise! and acted up to by Government. In introducing 
the Tenancy Bill in 1885, the Hon. Mr. Uoert said in this connec- 
tion: ‘ it was said, that at the time of the Pernianent 

Settlement, and as part of the same arrai gement, a formal declara- 
tion was made, declaring the property in tne soil to be vested in 
the Zamindars. And throughout the iiegulation of 1793, which 
confirmed and gave effect to the Permanent Settlement, the 
Zamindars are described as ‘‘ proprieiors ” and ‘‘ actual proprie- 
tors ” of land; and that this declaration and description are in- 
consistent with the notion of proprietary right in the land being 
vested in any other class of persons. As to the use of the term 
“ proprietor,” no serious argument can be based upon it. 

‘ I have heard of the magic of property. But I have never 
understood that there was any such magic in the phrase proprie- 
tor ” as to wipe out any rights qualifying those of the person to 
whom the phrase was applied; and it would be specially difficult 
to show that it had any such effect in the Regulation of 1798. . . . 
In the next place, the term was freely applied to the Zamindars of 
Bengal, and other persons of the same class, in Regulations and 
other official documents of a date anterior to 1798, and therefore 
could not possibly be taken as indicating, or, to use a technical 
term, connoting, rights created at that date.’ 

But the spirit of active legislation in setting the law of land- 
lord and tenant in Bengal on a proper basis had not come on the 
Government much too soon. In 1793, the only provision made 
was as regards the grant of Pattas bj" the landlords, aUd the 
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expression of pious hopes that the Zainindars would act in the 
best interests of the tenants. Both the Zamindars and the tenants 
were unwilling, for their own reasons, to have the Pattas; and 
what is worse, these were turned into instruments of oppression 
in a way which the framers of our early tenancy laws could never 
contemplate. 

Soon after the Settlement many Zaminclars were unable to 
discharge their liability to (toveinment, and the latter in its turn 
became restive about the revenue. The necessity of ])utting its 
revenue on a secure basis had first set the Government thinking 
about settlement and definition of land-rights. The same necessity 
set it strengthening the hands of the landlords. Prcmiises of safe- 
guarding the rights of the Rjiiyats were forgotten. Till 1S50, 
the history of tenancy legislation in l^engal is the history of the 
continuous absorption of the tenant-right by that of landlord. Of 
these, Regulation Yll of 1799 is perhaps the* most notorious and 
the most ruinous as to its ottects. 

The inevitable reaction came, and Act X of 1859 was passed, 
which has beem well called ‘ the first modern tenant law in 
Bengal. From that time onwards a sustained effort was made 
to improve the Tenancy J^aw in Bengal, and the great Tcmancy 
Act was passed in 1885, which had been, with slight alterations, 
the law of landlord and tenant in the province till substantial 
changes were introduced by the Amcmdment Act of 1928. 

A review of the present legal position of landlord and tenant 
as regards the most im])ortant attributes of proprietorship does not 
reveal the Zainindars and other landlords as absolute proprietors 
of the soil. The most important incidence of proprietorship in land 
is the right to the enjoyment of the economic rent as evolved by 
competition for land, and this can only be secured by the power of 
the landlord to enhance the rent and eject the tenant at his will. 
In all these respects, we find the essential elements of proprietor- 
ship lacking in the position of the Bengal landlord. There is no- 
thing like competitive rent in Bengal. Eent has been definetl 
by the Bengal Tenancy Act of 1886 as ^ whatever is lawfully pay- 
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able by the tenant to his landlord, for the use or ocwpation of 
land/ And this amount, being controlled by the provisions of 
the Tenancy Act, is from being the economic rent as evolved 
b^T^ the process of natural competition. Some Kaiyats hold at rents 
or rates of rent fixed in perpetuity; and the rent of any tenant 
who has an actual or presumptive poss. ssion of Lis holding since 
the Permanent Settlemejit cannot changed except on the ground 
of an alteration in the area of the holdirg. The rent of an 
occupancy-raiyal can he enhanced only up to 12| l)er cent by 
cont]'act, and by suit in a court only und* r certaia specific condi- 
tions fixed by law. As the law sti.nds at present, no tenant can 
be ejected ex(je})t in execution a decree and there can be no 
ejectment for non-payment of rent. 

It is further important tiiat the interest cl' a llaiyat who holds 
at a fixed rate of rent is capable of being traiisfejred or bequeathed 
in the same manner and to the same extent as any otlier immov- 
able prc)])erty; and by the recent Amendment of 1928 the interest 
of an occui)ancy-raiyat has been made fransferablo on payment of 
a fixed landlord's fee. 

Thus, we find that the lenants in Ihuigai — at any rate, the 
great majority of them, comjuising those who hold at fixed rates 
and those who have occupancy rights — have substantive interest 
in tlieir holdings, originating in many cases in the customs of 
the country and not by any act of, or contract with, the landlords, 
and now lecognised and ])rotected by tlu^ t'xisfing law of liundlord 
and Tenant in the land. The correct view of land-rights in 
Bengal, ivs that tne several classes have divided ownership in land; 
they own separate and distinct interests in it. More than forty 
years ago Baden-Powell wrote : ‘ The actual right of the landlord, 
as it now exists, is an .estate in the soil, . . . limited by the 
rights of tenure-holders and Kaiyats, .... and of course, by 
the Government’s right io its revenue.’ (/Mid-SysteTm of 
Brifijs'h India, Vol. I, p. 52JL) Tliis still remains the position 
to-day. Every holding in Bengal is of the nature of a firm of 
which the actual cultivator is the active and managing partner. 
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He givea the landlord — ^not the economic rent — but, what is his 
due, as a share in the profits of the transaction. And this is 
strictly regulated by law and the circumstances of each case. 



EXPORl DITTIES IN THE INDIAN EMPIRE 


BT 

E. H. SOLOMAN, 

I " 7ii rerstt ij (!olJef/e , /^/ a *, non . 

From the accounts for the year 19S6-27, it would appear that 
the revenue collected from export duties within the Indian Empire 
less refund and drawbacks amounted to Ks. 5 , (S3, 96, 920. This 
was a little more than 12 per cent of the aggregate revenue of 
the Central Government including in the latter only the annual 
contribution obtained from the railways, instead of the net receipts 
or gross earnings minus working expenses. From the subjoined 
statement the share contributed by different commodities to the 
net total of revenue from export duties in 1926-27, will appear 
clearly. 


Npt Rfvem4P from Export Duties derived in 1920-‘27, ‘ 


A Hide 

Amount 


Rs. 

I. Jute (manufactured) 

2,21,26,307 

11. Jute (raw) 

1.68,35,998 

TIL Rice 

1,12,86,1.')! 

IV. Hides and Skins, raw 

30,61.280 

V. Tea 

50,83,437 

VI. Government Stores 

3,747 

Total Rs* 

5,83.96.920 


1 Vide p. 81. Finance and Bevenue Accounts of the Government of India, 
1926-27. 
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According to the revised estimates of the year following, while 
a slightly larger gross revenue was expected from export duties 
than in the i)re€eding year, this was to be obtained practically 
entirely from substantial increases under Jute, Rice, and Hides 
and Skins, as from the year 1927-28, the export duty on Tea was 
converted into a cess to be utilized by the Indian Tea Association 
for the develo])ment of their interests. The following is a state- 
ment of the gross anmunt of export duty which the Government 
of India expected to collect from Jute, Rice, Hides and Skins 
during the financial years 1927-28, and 1928-29, respectively. 


Jffvpiwe p.T/^ecfP'(J from E.rport Dufien in 1927-28^ and^ 1928-29.^ 



Amount (in lacs of rupees) 

Article. 

Revised Kstiinate 
11)27-28 

l>udf;et Kstiiniile 

1928-29 

I. Jute (raw and 
inanufactunHl) 

4;{r.-42 

420'4r> 

1 

11. Rice 

i2r6i) 

12207 

111. Hides and Skins 

34’46 

s.rio 


While the actual rfiveime collected from Jule and Hides and 
Skins in 1927-28 exceeded the amounts anti<upated in the abov(‘ 
estimates, by Rs. 2,447 lacs and Rs. 2.87 lacs respectively that 
from the rice duly fell below expectations by Rs. 15-47 lacs, owing 
to a heavy fall in the Indian exports of rice since the beginning 
of 19S8. As a source of revenue, therefore, export duties oil these 
commodities may be expected to play a ])art of declining import- 
ance in the Government of India’s Budget, particularly when it 
is remembered that the exports of raw and manufactured jnte 
goods were abnormally high during 1927-28. Hence it will be 

^ Vide p. 93 of Budget for 1928-29, 
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interesting to investigate the nature and origin of the present 
export duties, with a view to considering how far any or all of 
them are justifiable in present circumstances. 

With the exception of the duty on lice which has continued 
unchanged since 1867 at three annas a maund, the duties on raw 
and manufactured jute and hides and .skins aio of (iomparatively 
recent origin. It was during* the financial stiingency experienced 
by the Indian Government in the midst of the war, that the export 
duty on raw and manufactured jute was first levied in 1916. In 
the following year, (xjutinueJ need l^r money caused the export 
duties on jute, to be doubled to the ‘ates at which they now 
stand. 2 

Unlike the export duty on jute, that on hides and skins 
originated from u diffeient motive. Before the war, Germany 
practically monopolized the i:nport of hides from India. During 
th(* war however Indian supplies were ( hiefly directed to Britain, 
where tlie tanning industry received a great stimulus, and was 
naturally anxious to retain and expand if ])<)ssible their use of 
Indian hides, after the conclusion of hostilities. In India too the 
inevitable shortage of imported leather gocals during the war led 
to the development of leather factories in Oawnpore, in Madras, 
ill Calcuita. With a view then to jirotect both the infant Indian 
industry and the interests of British tanners, the Government of 
India in September, 1919, passed a bill levying a duty at 15 per 
cent on hides and skins ex])orted from India. Of this amount 
2/3 wns to be refunded on hides and skins exported to British 
dominions. This duty wns very unpopular among the hides and 
skins mercluuits whose trade also suffered from exc^eptional depres- 

3 The rates of export duty ou jute are as tollows : 

Raw jute, cutting Hs. 1-4 per bale of 400 lbs. 

, Raw jute, all other qualities Rs. 4-8 per bale of 400 lbs. 

On Backing (cloth, bags, twist, yarn, rojie and twine) per ixm of 

2,240 lbs. 

On Hessians (and all other manufactures not already specified) 32/- per 
ton of 2,240 lbs. 
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sion (luring 1921-23. Partly owing to this and p(‘rhaps also due 
to th(' fact that (he lioped-for (dose relations between British im- 
})orters and Indian (‘Xp(;iters of mw liides and skins did not 
inat(uialize, llu' duty in J923 was n'duced to a flat rate of 5 per cent 
on all (‘xpoi’ts,^ a( Nvhi(di it now n'lnains. 

AVhil(‘ it would thus appear that all the ( x[)()rt dnti(is levied 
to-day by tlu' Indian (joverninent, exist ])riinaiily if not solely for 
(lie ])nrj)ose of yielding revenue, it is pc'rniissible to (^n(][uire to 
wliat extent the choice of coimnodities taxed conforms to (*on- 
ditions in which economic science justifies the im])osi(ion of export 
dnli(‘s as a means of raising revenue. Before (uuiniring however, 
into the ((mditions in vhich ex]>ort duties are a legitimate soime 
of r(‘venue, it may be admitted that conditions are conceivable in 
wliicli they are justified as a meajis of ])rotection to the inttwests 
(d huge bodies of (onsumers or ]>i(jducers in the State. For in- 
stance, then* may bo a. tcm]»ora.ry and iinforest'cn shortage in (ln> 
supply of some indis])ensa.ble necessity, such as rice or wheat, 
normally produced in sufficient (jnantity to }>ermit a small jiropor- 
tion to lie exported. In these c.ondithjns, unchcclaHl facilities to 
tin* t‘xport trade would cause an abnormally high rise in price of 
the commodity to home consumers, which is the less justifiable if 
as in India, the average purchasing ]K)wer of the consuiiH'r is very 
low. In these circumstances, a sufficiently high (‘xport duty 
levied temporarily during the continuance of the conditions out- 
lined above would check exyiorts and canst* internal })rice8 to rise 
l(*ss than they otherwise would. In vierv, however, of the induce- 
ments to corruption and evasion which the presence of a, high duty 
creates, it is doubtful whether the same object of checking exports 
would not be more completely obtained by temporary legislative 
prohibition of export of the scarce commodity as of wheat in 1929. 

Perhaps the most perfect justification of an export duty to 
protect the interests of consumers was aflorded by conditions in 
the petrol trade in India after the war, and in particular during, — • 


4 Vide p. 347 of N. J. Shah’s “ History of Indian Tariffs.” 
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1921 — 25.® During this period, the petrol produced under mono- 
polistic conditions within the Indian Empire, was sold principally 
to countries outside India at prices considerably below those charg- 
ed at Indian ports. Had I bo (jovernineiit of India Iheii I bought 
fit to levy an export duty on petml at a rate slightly 1 ss an the 
difference between the i)rices charged <o Indian and foreign con- 
sumers, it would have had the efP( of riKlically reducing foreign 
exportvS and compelling the oil coinp#anies lO market a larger part 
of their production in India at more reasonable ])rices. TTufortu- 
nately, the Gtovernmeiit shows little tx*mkncA 1o legislat( on behalf 
of a large and inert body of ronsuriLis gemu’ally iinvocal against 
the selfish interests of strongly organised groups of producers. 
Oovernineiit have l)cen me re ready to jinpede llie outflow of raw 
malerials from their stales hv levying ('^])ort duties in order to 
create a manufacturing industry within the country. Such action 
while favourable to tbe interests of one set of producers is likely 
to injure those of another group, i.e., the producers of the raw 
inatenal. Exce])tional circumstances are however conceivable, as 
when the bulk of tli(^ raw material produced is exported and the 
foreign demand for it is inelastic, in which the injury to the ])ro- 
ducer of raw materials may be reduced to a minimum. Such 
cir(‘umstance.s ])robably justified the prosemt export duty of 5 jier 
cent on raw hides and skins. Eor the demand on Indian hides and 
skins from Germany and the United States is relatively inelastic, 
as they supply a need which cannot be easily fulfilled by tlio heavier 
hides and skins obtainable from the Argentine, the Cap*' of Good 
Hope, and <)th(*r exporting (centres, as is borru* put by the figures 

5 The following statistics indicate in jiiillions of gallons and lacs of rupees, the 
average annual exports of petrol from Rangoon during the four years April, 1921 — 
March, 1925 



Quantity. 

Value. 

Averafje price 
per gallon. 

(1) To Foreign Ports 

19 667 

214-96 

Rb. 1-1-6 

(2) To Indian and other 

Burmese Ports ... 

16-372 

231-03 

Rs, 1-6-7 
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l>f)ih (if (iijaniity and valuo exported dui'ing* iho years 
From these figures, it would appear that except in the abnormally 
depressed year 1020-21, the quantity of hides and shins exported 
since the levy of the 15 per (^ent duty in 1010 have never fallen be- 
low those for ihe years preceding iho levy of the duty, while since 
the rednetion of the duty to 5 per cent in 1923 export have increas- 
ed ahnost uniformly both in quantity and value. The present 
oxpnri duly on hides and skins, while not affording very much 
stimulus io the indigenous fanning industry, seems to be justified 
from ('vc'ry point of view for revenue-producing purposes. 

In selecting commodities for the levy of export duty for the 
purpose' of deriving a substantial revenue, the main consideration 
is to try, if possible to place the bulk, if not the entire, incidence 
of th(' duty upon interests outside the country. This result is apt 
to bo fulfilled the more inelastic is the foreign demand for the com- 
modity and the more elastic the home supply offered to foreign- 
ers. The foreign demand for Indian raw jute is very inelastic, 
not only because no other country produces it at anything like the 
Indian price, but also because it is not easy to obtain other fibres 
at equally cheap prices for manufactures in foreign jute mills of 
bags and cloth required for transporting grain, cotton and other 
raw produce. Besides, such bags and cloth, forming as they do 
generally, but a small portion of the total value of the commodities 
which are packed in them, can suffer a large increase in their 
price without there being a proportionate reduction in the 
demand for them. Again, the supply offered to foreign sources 
is fairlv elastic for two reasons. The jute acreage in India can 
to a x('ry large extent be used for the cultivation of rice, so that 
while in A^oars of high prices the acreage under jute tends to ex- 
pand, in years of low prices it tends to contract in favour of a 
larger sowing of rice. Besides the existence of the demand for 


6 Vide pp. 47(>- 479 of Statistical Abstract for British India (No. 2136) and 
pp. 176177 of tlie Afcoiints of Sea-borne Trade and Navipfatioa of British India 
for March, 1928. 
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raw jute from Indian mills, is a further faetor, accontuatin^f the 
elasticity of Ihe supply for foreign consumers. 

There can he little doubt iherefrre, that the whole of the ex- 
port duty on raw jute will be borne by foreigners so long as prices 
of raw jute do not rise to a level such as will make ihe substihi- 
tion of other commodities for it a paying proposition. 

In regard to the duties on man ,;i'actu’'ed jute, their rates have 
been so calculated as to ecjualize the extrui cost of raw material 
which foreign mills have to incur as compared with Indian mills, 
as a result of the duty on raw jute. Consequently they serve 
merely to equalize competition in nianuiactured jute goods in the 
world market as between Indian and foreign mills. Oensidering 
that the former produce approrimai ely half of the world’s output 
of manufactured jute goods, their position in spite of the duty 
on jute goods remains strong, and they have only to blame their 
shortsighted short-time policy for the fact that while exports of 
raw jute have nearly doubled, those of jute bags and cloth have 
increased in much smaller proportion, i.e., about ?0 per cent and 
40 per cent respectively, since l!>21-22,^ the year since the short- 
time policy was put into effect. 

Besides jute and jute manufactures, there arc' several other 
Indian exports for which the demand is, if not ns inelastic as for 
jnte, somewhat inelastic, while their supply is also fairly elastic. 
Raw cotton and oil seeds may bo cited as ova tuples of such com- 
modities of the former exports while naturally fluctuating from 
year to year, according to the size of American crops, and the 
relative prices for Indian and American cotton, have on the whole 
shown a decidedly upward tendency even as compared with 1919-20, 
which at that date constituted a record. This tendency is intel- 
ligible when one realizes that fo-r Japan, Italy, Germany, Belgium, 
Prance and to a lesser extent, the ITnited Kingdom, there is no 
other source of supply but India for the short-stapled cotton so 

7 Vide pp. 47a -490 of Statistical Abstract of British India (No. 2136) and 
pp, 2ia-~920 of Accounts of Sea-borne Trade and Navigation of British India 
for March, 1928. 
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necessary for ihe type of /roods almost all these countries produce. 
A small export duty of 5 per cent on raw cotton exports would 
therefore injure* tlie interests of Indian cotton-growers hut slight- 
ly since in inanv cases ihese can grow sugar, wheat, or other 
grain crops (‘(pially suitable for their lands, while it would be of 
a]>preciable assistance to the (le])ressed Indian cotton industry. 
It would also have the added advantage of bringing in a hand- 
some ](*venue of two crores^ ]>er annum the bulk of whose inci- 
dence would fall on foreigners. 

As regai'ds oilseeds, it may be admitted that the demand for 
(•('vtain vari(‘ties, es])ecially linseed is relaiively elastic owing to 
the c>;is1(mcc of several other sources of aliernative supply to 
India. On the other hand for castor-seed and to a smaller ext(*nt 
for groundnuts which constitute ovcu* half the total value of seeds 
ex])orted, it is much less (dastic. Generally speaking, the supply 
of oilsci'ds in India fluctuates largely from vear to year, thereby 
indicating the (*\istence of other crops which are substituted for 
them in years of comparatively Ioav prices. In such circumstances 
a small duty of 24 j)er cent while doing very little injury to the 
cultivators of oilst^eds would yield a revenue of nt’arly 50 lakhs a 
year^ to which tlie Govcrnimmt of India might legitimat(‘ly resort 
in case of financial stringency. 

Indeed such a duty would h(* more justified on econfjmic 
grounds than the existing rice dntv of 8 annas a maund which T>er- 
sists in the Indian tariff as an anachronism u hile the c’onditions 
which may have justified its levy in the ])ast no longer exist. 
For, although the dut ies. foi-m, hut 8J per e(*nt to 4 ])(T cent of the 
total values of different varieties of Indian- and Burmese rice, this 
hurden, small as it may seem to the casual ohserver, falls at pre- 

8 This fi'mre is calculatecl on the basis of the rather low exjiorts for the year 
1927-28, and after allowin;^ for the probable decline in exports consequent on the 
imposition of the duty— pp. 476-7 of Statistical Abstract for British India 
(No. 2126) and pp. 206-7 of Accounts, etc., for March, 1928. 

9 This estimate is based on the fi/yures of export for 1926-27 the lowest on 
record in post-war years with the exception of the year of acute depression 1920*‘it* 
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sent almost entirely on the i.roducer, and threatens with disaster 
the maintenance of the existing .standard of living in large areas 
of the Indian Empire. 

Such a statement might excite incredulity is view of the wide- 
spread belief regarding the inelasticity of the world’s demand for 
rice. It is therefore meet that tin grounds for this popular belief 
be carefully examined. It may be freely admiited that rice forms 
the staple article of diet of vast ma .ses in (Jhina, I'ulia, the Japanese 
Kmpire, Indo-(Jhi:ia, and the East-Indies and of smaller ])opiila- 
tions in Cuba, Africa and elsewhere Jlesides the*'e is also a de- 
mand for it as a s(>(ondary lood Iron* rbiro])e and the United 
States of Ameiiea. Imt while the aggregate world’s consump- 
tion of rice may be estimated at about tons annually, 

it does not follow that tlu^ world’s demand for rice is necessarily 
inelastic. Eor, so low is the purchasing power of the bulk of tlie 
people in the East, that huge nunibers i educe their consumj)tion 
of ri(‘o when its i.ri(,*e rises, either by cutting dowm their meagre 
rations or by resorting to substitutes like millets, jnilses, beans, 
rye and .sound imes even whc'at when the ])rice of the latter com- 
])ares favouralily with that of ric(\ (Generally sj^eaking the ])rice 
of rice as indicated by the avioage valmss per ion of Indian exports 
realized since IhKd^^ has, until lb*2(S, rejnained reniJ^rkably steady 


10 ^rhu (ollfAvmfj table i’lvrs ibe sivera'^e value per Ion of rice exported I'roju 
the liuli'jn Empire lor durinjr h l.iuiiu-ial year Iruin Ist April to Blat March 


Year. 



Value per ton 

1019-20 



... 167 

1920-21 



... 166 

1921-22 



... 177 

1922-23 



... 165 

1923-24 

•u • 


... 158 

1924-25 



... 162 

1926-26 



... 166 

1926-27 



... 161 

1927-28 



... 166 

1928-29 

(6 months) 



... 144 
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at a high level notwithstanding the fall in world prices that has 
occurred. Even the fall in price during the first six months of the 
current financial year is only 14 per cent as compared with the 
year 1920-21 when its price conformed more or less closely to the 
rise in general prices of other important food stuffs and raw mate- 
rials in the world. The comparative steadiness of the price of rice 
(luT’ing the last decade has been due principally to a large falling 
off in the production of India herself (excluding Burma). For, 
since 1922-23 the Indian production (not including Burma) has, 
owing partly to diminished yields per acre, and partly through 
diminished acreage under rice due probably to the superior profit- 
ableness of crops like cotton, jute and sugarcane, declined by an 
average of four luillion tons per year. And while this has been 
off-set by the increased production in Burma, Siam, Formosa, Indo- 
China, Korea, Italy, the Fnited States of America, Egypt, Spain 
and the Dutch East-Indies esj)ecially since 192G,^i it cannot be 
doubted that the high juice of rice which has been made possible 
by it has caused a considerable amount of substitution of otluT 
food grains for rice among the imverty-stricken masses of the East. 

Again, even if it be admitted that the world demand for rice 
is rather inelastic, it does not follow that the demand for ri(*,e from 
any particular source is equally so. For the mere existence of 
several alternative sources of supply such as India, vSiam, Indo- 
China and various American and European states each exporting 
rice in small or large quantities, renders the demand for the product 
from any one particular source more elastic than the aggregate^ 
demand. In the accompanying table an analysis has been made of 
Indian exports of rice (rice, bran and flour have been omitted as 
they form a small proportion of the aggregate value of rice pro- 
ducts and are taken almost entirely by the JTnited Kingdom, while 
the insignificant export of paddy is also omitted for somewhat 
similar reasons) to different destinations or markets during the 
last five complete financial years. The particular classification of 

11 Vide p. 18 of Estimates of Area aod Yield of Principal Crops in India, 
1920-27 (No. 2108). 
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markets adopted here haa been baaed principally on geographical 
grounds, but it will be found that it also takes account to some 
extent of the different qualities of Indian rice consumed hy various 
regions of the world. By studying the trend of the demand from 
these various markets and having regard to the fluctuations in 
price during this period some idea may he gained of the elasticity 
of the demand for rice from the Indian Empire. 


Ea^ports of rice {in 1000 tons) from the Indian Empire 
during 1923 — 28- 


Destination 

1923 24 

1924-25 

f 

l03u-t<6 

192S-27 

1927-28 

1928-29''* 

I America ... 

J26 

152 

109 

IM 

i2cS 

84 

II Eu r 0 p e and 







Egypt ... 

6:58 

811 

720 

517 

C05 

516 

Ill Africa 

109 

106 

121 

no 

132 

86 

IV Near East * “ ... 

no 

73 

105 

72 

106 

77 

V Ceylon 

389 

403 

432 

399 

461 

376 

VI East Indies' "... 

413 

472 

453 

348 

365 

334 

VII Australasia ... 

17 

26 

29 

12 

20 

9 

VIII Fur East ... 

365 

313 

540 

384 

296 

85 

IX Other countries 

8 

15 

42 

19 

39 

85 

Total 

2177 

2273 

2549 

2035 

2152 

1 1652 

Average price per 







ton in lis. ... | 

159 

163 

155 

162 

156 

1 145 


lla The figures under the column 1928-29 are mere estimates derived by multi- 
plying the off-take in a particular market in the previous year by a fraction of 
which the numerator forms the actual amount taken by that market during the 
first six months of 1928-29, and the denominator is the actual amount taken 
during the corresponiung six monihs of 1927-28. The total for the column is the 
sum of these respective estimates for each market, and is not derived directly from 
the total for 1927-28. 

12 America here includes, U.S.A., Cuba, other W. Indies and Chile. 

13 Europe and Egypt include U.K., Sweden, Germany, Netnerlanis, Belgium, 
Portugal, Austria, Finme and Italy besides Egypt. 

14 Africa includes Mauritius and dependencies, S. Africa, Kenya, Zanzibar, Pemba 
and other East African ports. 

15 Near East includes Iraq, Arabia, Bahrein Islands and Persia, Aden and 
dependencies. 

East Indies include Malay Peninsula, Strait Settlements, Java and Sumatra, 

17 Far East indudes Japan, Korea, Formosa and Siam. 

P, 8 
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Taking first the total exports, it will be observed that the quanti- 
ties exported tend to increase or decrease in greater proportion than 
a fall or rise in the average price realized. The year 1924-25 when 
notwithstanding an increased price a larger amount was exported 
seems an apparent contradiction of this tendency. As a matter of 
fact however, the high average price of 1924-25 was due to the 
world shortage of production in the previous year of nearly 
6,000,000 tons in all countries (except China) taken together. 
This naturally put the price up in all countries, and the Indian 
rupee price for 1924-25 would have been appreciably higher, but 
for the stabilizing effect exercised by the rise in exchange during 
the latter half of 1924. In 1925-26, when world production had 
recovered partly and Indian prices, already adjusted to the new 
level of exchange, fell, there was a great increase in exports of 
rice to the record figure of 2,549,000 tons. The attainment of the 
figure was partly assisted by a short crop in Siam in 1925, as a 
result of which Indian exports to the Far East jumped from 313,000 
tons to 540,000 tons. This happy state of affairs was entirely re- 
versed in 1926-27, when while crops of the preceding year in 
India especially Burma, were slightly under normal and India’s 
idea of price remained high in consequence ; bumper crops in Siam 
and Cochin China resulted in ihese countries making headway at 
India’s expense in Europe, in the Far East, the East Indies, and 
in fact almost every other market of India. 

The year 1926-27 may be taken as marking the beginning of 
a new epoch in the history of India’s rice trade. Beginning witli 
this year and stimulated partly by thq remunerative level of rice 
prices, production of rice increased greatly in Siam, Formosa, 
Cochin China, Korea, Burma and the East generally (excepting 
India proper), while in several European countries like Italy, 
Spain and Poland, and in the United States the^ same results had 
ensued. The effect of this increased production in other countries 
on India’s principal markets both to the east and to the west, has 
been very marked. Demand from her European markets is declin- 
ing due to the increased local production of the latter, and their 
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preference for a very highly milled and glazed rice such as is not 
turned out by the mills of India and Burma. The only way to 
overcome this preference i is by reducing Indian prices to such a 
level as to make it worth while for European consumers to give up 
their foolisys preference for various ^ fancy ^ rices. This would 
also render rice cultivation a less profitable occupation in Europe 
and America. Similarly in India’s eastern markets, the increased 
production combined with the superior geogrephical position of 
her rivals Siam and Indo-China, have caused the latter countries 
to make headway at India’s expense. There can be little doubt, 
therefore, as to the truth of the s+atenrieut, that any attempt to 
raise prices for Indian rice is likely to result in a more than pro- 
portional falling off in off-take, while it i'^ probable, judging from 
the figure of quantity exported and average nrice for 1&26-27 and 
1927-28, that falling prices may bring a proportional increase in 
off-take. In other words v^emand for Indian rice, in present con- 
ditions seems fairly elastic. Any imposition such as an export 
duty, levied in these conditions, is likely to fall more upon pro- 
ducers than upon the foreign consumer, particularly if the supply 
of the commodity is also fairly inelastic. 

In the subjoined table, we find the protection of the total 
Indian rice export trade, provided by Burma since 1923-24. 

Proportion of quantify and value of rice exports of the 
Indian Empire corwing frowr Burma, 


Year. 

Percentage of total quantity 
exported, coming from Burma. 

Percentage of total values 
exported, coming from Burma. 

1923-24 

81 % 

79 % 

1924-25 

81 % 

78 % 

1925-26 

89 % 

85 % 

1926-27 

86 % 

83 % 

1927-28 

86 % 

82 % 

1928-29 
(C months) 

87 % 

83 % 


18 I have used the epithet “ foolish,” becausfe the food value of the highly 
polished and more expensive rice is actually less than that of ordinary milled rice 
owing to the removal of vitamins and fats from the graia d^iring the polishing 
process. 
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This proportion by ‘itself is sufficient to establish Burma’s pre- 
dominant interest in this trade. But when in addition to this we take 
note of ihe fact that every year India imports from Burma 
considerably larger quantities of rice than is exported annually 
from the Indian Empire excluding Burma it becomes clear that 
the sole real source of export from the Indian Empire is Burma. 
It behoves us, therefore, to examine the conditions of supply in 
that country. 

In the year 1926-27, the area that matured under paddy form- 
ed 70 per cent of the total matured acreage in the whole of 
Bunna.20 This itself marked an increase over the preceding year 
both in the absolute acreage under j)addy and that relative to other 
crops. Since 1926-27, the expansion in acreage figures (though 
not in net outturn of paddy) has continued until in ihe third fore- 
cast published on the 15th December, 1928, the matured area under 
paddy in Burma is estimated to be 12,126,000 acres, or 276,000 
acres in excess of the revised figures for 1927-28. 

In the subjoined statement, a comparison is made of the toial 
matured acreage under paddy, the total onttum of paddy, the 
quantity of rice and rice products exported and the proportion of the 
latter to the outturn of paddy in Burma since 1926-26. 


1923-24 

1924-26 1925-26 

1926-27 

1927-28 

19 Exports of Burma Bice to India 
(in 1000 tons) 

414 

606 

882 

687 

904 

Exports of non -Burma rice from 
India (in 1000 tons) 

412 

423 

• snti 

268 

282 


^ViUe 21 and 39 ol Season and Crop Beport of Burma, for year ending 
;rune, 1931 
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Year. 

Matured 
paddy 
acreage in 
1000 acres. 

Paddy out- 
turn in 1000 
tons. 

liice and rice®‘ pro- 
d nets exported in 
1000 tons. « 

Proportion of® 
exports to paddy 
outturn. 

1925-26 

11,165 


2,903 

58i% 

1926-27 

11,483 

7,422 

3,223 

■5Hh% 

1927-28 

11,850 

7,329 

• •• 

51 % 

1928-29*’ 

12,126 

7,334 

• «)« 

1 


From the above statement it becomes clear that, after supplying 
the needs of the people of Burma, nearly 3/6 of the whole paddy 
crop is available for export. In other words, remembering that 
paddy cultivation occupies more than 70 per cent of the area sown 
and matured, over 40 per cent of the total cultivated area of Burma 
is devoted solely to the production of paddy for export. In view 
of the comparatively scanty popxdation in Burma; of the liinita^ 
tions on the production of crops other than paddy prescribed by 
climate; in view of the overwhelming bias in favour of paddy in 
her present agricultural economy; in view of the large proportion 
of her agricultural effort directed solely towards export; as is in- 
dicated by the fact that rice and rice products form on an average 
60 per cent of the total value of Burma’s exports, and that these 
constitute the only method of payment for the numerous articles 
of import for which Burma’s demand is inelastic ; it is difficult to 
imagine Burma appreciably contracting her supplies of paddy as a 
result of a fall in price. The diminished exports for 1928 form no 


21 The figures for exports refer to the calendar year next after the commence- 
ment of the seasonal years against which they are placed. Thus the exports 
appearing against 1925-26 actually refer to the calendar year 1926. 

22 The proportion of exports to total production of paddy is calculated by 
multiplying the figures under exports by 100/74 before comparing them with the 
total production as it is estimated that only 74 .per cent of rice and bran, etc., 
are obtained from a given ton of paddy. 

25 The figiires for 1928-29 are as given in the third foTeca^ ‘pubiished on 
December, 1929, ' ’ 
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exception to this statement. For they are the result of inability to 
obtain sufficient foreign buyers as compared with 1927, in spite 
of a fall in price of approximately 7 per cent rather than of a 
deliberate attempt on the part of Burma to withhold supply. That 
this is so, is attested by the fact that in spite of low prices ruling 
during April to September 1928, the area sown with paddy during 
this period is the largest in the history of Burma. This record 
sowing in spite of a fall in prices emphasizes the peculiarly one- 
sided character of the present agricultural economy of Burma. 
For her soil,* her climate, the traditions and tastes of her people, 
the activities of the Agricultural Department of the province, have 
all favoured the development of paddy cultivation in the past, and 
make it difficult now, or in a few years, sufficiently to diversify her 
agricultural system to make it easy for Burma to contract her 
supplies of paddy for export when prices are unfavourable. 

In these circumstances, it is obvious that the present export 
duty on rice falls almost entirely on the producer. And since 
Burma is the sole effective exporter of the Indian Empire, export- 
ing herself to India and the rest of the world more than the total 
exports of the Indian Empire, it falls almost entirely on the produc- 
er in Burma. Nor is the burden of the duty restricted merely to 
its incidence as measured by the following figures ; 

Gross revenue collected on earports of rice from Burma* 


192v3*24 1924-25 1925-26 1926-27 1027-28 

Rupees 95,57,000 98,44,000 1,24,52,0001,01^15,000 90,45,000 


Account has also to be taken of the loss in trade due to the exis- 
tence of the duty which forms per cent to 4} per cent of the 
f.o.b. price of rice. Furthermore, the duty by cutting off poten- 
tial markets compels Burma to market her inelastic supplies in 
those markets where she possesses advantages of geographical 
situation or better shipping facilities, at prices less than she miglit 
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otherwise have been able to charge. Thus in 19S7-26, while price 

realissed for exports of Burma rice fell on the whole, the fall was 

* 

greater for exports to African, American, Ceylon and Indian ports, 
than to Enrope and markets south and east of Ilangoon where keen 
competition always keep prices cut very fine. 

Hence if the total injuiy caused to producers in Burma be 
considered, there is little doubt that it will considerably outweigh 
the revenue obtained by the state and the advantage derived by 
Indian consumers of Burma rice. The retention of ^ the export 
duty on rice cannot be justifiled in these circumstances on any 
grounds sanctioned by economic theory. Nor is it to be justified 
either by the plea of financial necessity, in view of the increasing 
revenues of the (iovernmeni. of Ind’a from Custom and Bailways, 
and the posiibility, if occasion arose, of deriving additional revenue 
from export duties on cotton and oilseeds. In spite of this the argu-^ 
ment has sometimes been advanced that India should retain an ex- 
port duty on rice because Siam and Indo-China also levy duties on 
their exports. To this sort of argument the obvious retort is that 
India is not bound to follow the example of other countries if 
thereby her interests are injured. Furthermore it may be pointed 
out that the rates of duty levied by Siam and French Indo-China 
approximate to about GO per cent and 33 per cent^^ respectively 
of the Indian rat© of duty, so that even if these countries chose 
to follow India in abolishing the duty, the position of the latter 
would be relatively improved. Nor is it at all certain that even 
if she wished Siam at any rate, woidd be able^to sacrifice the 
large proportion of her total revenues derived from the rice export 
duty. 


24 Vid 0 p. 67 of Imperial Institute : Beports on ISiice. 
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Commodities are usually divided into three groups, ‘‘ neces- 
saries comforts and “ luxuries.” In this arlicle I have 
based the definitions of these terms on the efficiency-yielding power 
of commodities. The first of these, necessaries,” is again divid- 
ed into two heads, ” necessaries for existence ” and ” necessai^ies 
for efficiency ” for the sake of academic interest. But it is 
generally recognised now that necessaries should by themselves 
suggest not only necessaries for existence but also necessaries for 
efficiency, probably because in most of the western countries there 
exists, practically, no class of people that subsists only on what 
may be called necessaries for existence. Thus, no practical interest 
now attaches to this group of commodities at least in the more 
advanced commercial countries of the world. Again, neces- 
saries for existence ” is a less clearly defined class than it would 
seem at the first thought. For though the dis( ontinuance of many 
articles of consumption of an ordinary town labourer would 
seriously affect his life, yet it is hardly imaginable that it 
would cause death. Moreover, the disappearance of some com- 
modifies of consumption may affect a labourer's life in such a 
degree as to drain him of energy and vitality and manifest sign® 
of gradual decay of physical health; or, in other words, the 
absence of some commodities may cause a slow and prolonged 
death. Whether such commodities should, therefore, be classed 
as necessaries for existence is a difficult question. Because, though 
their absence is responsible for a gradual decay of structure, it 
is probable that a careful readjustment of diet may again check 
such an exhaustion and perhaps rebuild the deg^enerating physiqne. 
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* This brings us to the most important issue— perhaps the 
greatest of the causes which have thrown this class of neces- 
saries into comparative insignificance. The very fact that there 
exists an almost equally efficient substitute for every commodity 
of consumption, proves that no single commodity can, as a rule, 
be regarded as strictly necessary for existence. A poor man’s 
bread, seemingly so essential for life, can be displaced by rice, or 
rice again may be displaced by some other grain without any appre- 
ciable lasting effect on his life — excepting, of course, some extra- 
ordinary cases. Neither bread nor rice can strictly be regarded as 
necessary. Save perhaps the uneooncmic commodities like air, and 
only a slightly economic (ommndity water, no other single article 
can be classed under the head necessaries for existence.” Even 
water is not strictly necessary as it can be replaced by other drinks. 
But because no equally cheap drink is available in place of water, 
there is some practical utility in regarding it as a necessity for 
existence, though not without a sacrifice of scientific accui’acy. 

In spite of these objections we may reasonably regard groups 
of commodities as constituting a class of necessaries for existence 
such that this whole group of commodities cannot be substituted 
by any one or more commodities without causing a sudden or 
protracted death. But this would be tantamount, more or less, 
to saying that eatables together form necassaries for existence— r-a, 
statement which would perhaps make redundant the consideration 
of comforts and luxuries. Moreover, such a view has no practical 
importance. 

Though we cannot, therefore, draw a line between those 
necessaries which are and those which are not necessary for life 
or existence yet there is a great utility in classifying commodities 
under the three heads “ necessaries,” ” comforts ” and 
“luxuries” — regarding the first as composed of n^essaries for 
life AS well as those for efficiency. Bpt here the distinction 
^tween these three groups is based neither on the consideration 
of what is, and what is not, necessary for life, nor on tfie con- 
of absolute qrmntities of eflGlciency. We may note at 

P*0 
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the very start that these three classes are relative classes. The 
difference between them is one of degree rather than of kind.. It 
is this very essential point w hich is really brought out by many 
writers when they say that what is necessary to one is a luxury 
to another, and more generally, that necessaries^ comforts and 
luxuries depend on time, place, the person, and so forth. What 
changes affect these groups is the point that we. shall take up 
next. In other words, we shall try to determine of what independ* 
ent variables these groups can be regarded as functions. 

Hefore we take this question in hand it should be our duty 
to define these three classes, or, in some other way, to distinguish 
one from the other. But I propose to do that somewhere at the 
end of our discussion, in the meanwhile, relying upon our rough 
yet serviceable common knowledge, of what constitutes each class, 
for an understanding of the circumstances on which they depend. 
Every student of economics knows what commodities should be 
called luxuries, what comforts, and w hat necessaries to a parti- 
cular person at a particular time and place. Now assuming that 
what he knows is not far from the truth, or scientific accuracy, let 
us see when a commodity is a necessity, when a comfort, and when 
a luxury. 

A motor car may be regarded as a ‘‘ necessary thing to a 
surgeon of reputation, living in a modem city. But it is a com- 
fort to a well-to-do artist, perhaps, or again, an unattainable 
luxury to a low paid clerk. This makes one point clear that the 
class depends on the occupation of the person. Again, to a 
physician, who is a specialist in a particular branch, a motor car 
may not be a necessity when in the town the disease which he 
treats is not prevalent. Certain diseases have certain times during 
which they occur — some occur periodically — Whence to the same per- 
son a commodity may be a necessity at one time and a luxury 
at another time. Again, the same car to the same man may 
not be a necessary thing in a different place. To a surgeon a car 
may be useless in a village with narrow mads for all professional 
visits. In such a case the car may only be a comfort. Nexfi ^ 
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certain kind of food* may be a necessity to an invalid, while to 
a strong' healthy man it may be necessary in no sense of the 
term. 

This discussion brings out clearly the fact that a commodity 
belongs to one class or another according to the occupation of 
the person and the time, place, and such other phenomena. Hut 
since' a Commodity is in one class or another according to the 
degree of eflS^ciency which it yields (a stai^ement which will be 
explained at length later on), we need sin) ply look to those circum- 
stances which affect the efficiency-oower, as it were, of a commo- 
dity with respect to a person. We, therefore, have to see only 
the occupation of the person and other circumstance® which 
favour or obstruct the fT*et. influence ot the commodity on the 
man. 

Since efficiency is the foundation on which we base our 
criterion to judge the class of a commodity, and since the efficiency 
is always relative to a particular kind of work and is greater or 
less according to the facilities for its application, we may say that 
the only things which affect the class of a commodity are the 
occupation or work of the person and the time and place through 
which the commodity imparts efficiency to the user. Here, as 
everywhere else, by ^ time ’ is meant a complex co-existence 
of varied phenomena. A change of time signifies so many altera^ 
tions in the circumstances which have a bearing on the particular 
question under consideration. 

The saying that what is a necessity to a rich man is luxury 
to a poor man, and, consequently, that the class therefore depends 
also bn the financial condition of a person, lacks a great deal of 
truth. It lacks at least that degree of accuracy of statement 
which can be imparted to economic discussions. 

A commodity is a necessity to a rich man while a luxury to 
a poor man only because the nature of work or the occupation of 
the user is different in each case, and consequently, the direction 
in which the efficiency flows is different-^but not because the one 
has more wealth than another. Other things being equal, the 
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difference of wealth makes no difference at all, save when the 
terms necessaries and luxuries are used in the ordinary sense — a 
luxury signifying what is enjoyed only rarely, and a necessity 
signifying what has entered regularly and more or less permanent- 
ly into consumption. It is however true that the nature of work 
differs with the financial status of the man, but this is hardly a 
justification for the statement that the class varies with the wealth 
of the man. 

It would be well to remember here, however, that a continuous 
consumption of a commodity very often fosters the growth of 
habit. To a rich man an article of luxury, after a continued use 
over a long period, becomes a sort of necessity in the sense tha* 
its discontinuance causes discomfort and thereby affects efficiency. 
But later discussions about the definitions of the terms neces- 
saries,” comforts,’’ and luxuries ” will show that to the rich 
man the thing becomes a comfort ” and not a necessity, because 
its decrease causes a greater harm than the good which results 
from its increase. Thus, what was formerly a luxury becomes 
now a comfort out of habit. Hence, we can still adhere to our 
objection and say that the class of a commodity may change due 
to a change of habit but not due to the existence of wealth in 
greater or less degrees. 

Of course, when some people say that what is luxury to a 
poor is a necessity to. a rich man, they mean to say that the 
primary cause of this variation is the difference in the habits or 
the constitution of the person brought about by inequality of 
wealth. But it would be better if they state it explicitly in such 
words. They would also do well to use the word comfort 
instead of “ necessity.” 

Here it must be noted, however, that to a rich man a commo- 
dity is often not a necessity only because his budget of consump- 
tion includes other articles which form a serviceable substitute 
to the commodity in question. This point takes us to the second 
important consideration. Wheat may not be a necessity to a rich 
man only because he consumes other articles of food besides, eo 
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that a decrease of wheat consumption or its absolute rejection 
would not cause a decrease in his efficiency, it might, on the other 
hand, add a certain amount to it. It is necessary, therefore, to 
consider other items in the budget of consumption before we 
decide whether a commodity belongs to one class or the other. 
For instance, a motor bicycle is a necessity to a doctor or a lawyer 
only so long as he has no moxor -ar. When both these things 
are possessed, each becomes a comfort dr.e to the existence of 
the other, inasmuch as either can be dispensed with without 
great inconvenience. Bui more of this hereafter. 

Hence let us lay down the following points which may be 
regarded as affecting the class to which a commodity may be- 
long. With reference to a person a comino^lity may he said to 
belong to one class or another according to the nature of work of 
the person, all the facilities or hindrances to the free flow of the 
efficiency-power of the commodity, and the absence or presence 
of other commodities which satisfy the same or more or less 
similar wants, or, in other words, the extent to which the parti- 
cular want has already been satisfied. 

To make this j/oint clear we may borrow a simile from phy- 
sics. We may imagine different vessels as representing different 
occupations; a pipe connecting a vessel to a reservoir of water as 
the man; dirt or other accumulations in the pipe obstructing the 
free flow of water as the presence of disturbances to the flow of 
efficiency-power from the commodity (i.e., absence of broad roads 
for a surgeon with a car) ; and the varying amounts of water in 
the vessels as the varying degrees to which the person’s want has 
been satisfied already or is being satisfied by the consumption of 
other articles. Now a vessel will receive more or less water accord- 
ing as the pipe connects it with the reservoir or not (showing the 
difference in occupation) ; according as there are obstructions in 
the connecting pipe or not (showing differences in circumstances 
Caused by place or time), and according as the vessel is more or 
loss full of water already (showing how far there is a provision for 
th? satisfactio<n of the particular want by means of other articles ) . 
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A vessel that is half full already can only obtain an addition of 
half the vessel of water, the rest of the supply flowing over the 
brim. 

Having thus seen how a commodity becomes a necessary, a 
comfort or a luxury to a person at a particular time and place, 
let us bear in mind (hat io the sarnie person a commodity can be, 
both, a necessary and a luxury at the same time and place. For 
example, to a lawyer, whose hobby is painting, a car may be re- 
garded as a necessary ’’ with regard to his work as a lawyer, 
while it may be regarded as a “ comfort ” with regard to his 
activities as a painter. Yet, on the whole, the car to him may be 
called a necessary ’’ because he is a lawyer, no matter whether 
he is something else besides or not. But does it follow therefore, 
that to a surgeon of wide practice, who also plays the gardener, 
in his spare iime, at his own ]ilace, a watering vessel is a neces- 
sity? From one point of view it can be regarded as a necessity 
without involving any sacrifice of scientific accuracy; but common 
usage of the term, even in economics, suggests that in consider- 
ing sTich a question we should concentrate out attention on that 
calling or occupation of the person on whicli he or she chiefly 
depends for a livelihood. 

Next we may consider the question whether in the consump- 
tion of a commodity a part of it can be called necessary and a 
part comfori or luxury. For instance, if wheat is a necessity to 
a man does it follow that the whole amount which he consumes 
would be a necessity? It seems it may not necessarily be so; for 
when we think of a commodity we generally think of it in terms 
of quantity. A certain quantity may be called a necessity to a 
particular man but a greJiter quantity may not be so. A man, for 
instance, who is eating five cakes every morning, may be overeat- 
ing, so that we can regard the first three cakes, say, as quite 
necessary, while the next two may be regarded as comfort or 
luxury. , 

We shall now pass on to the most important point; we shall 
attempt to frame, as nearly 'as possible, a scientific definition of 
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each of the three classes, necessaries, comforts, and luxuries. 
Hitherto we have assumed that the meanings assigned to these 
classes by common usage are, from our^ standpoint, quite service- 
able. In most of the books on economics no ( leat* or scientific 
definitions of these terms are given. It is doubtful if any book 
gives the definitions of these teims at all. Marshall, somewhere 
in his writings, explains the term necessaries quite correctly and 
gives a clear definition of it; but, I believe, ho does not anywhere 
attempt such a definition of the other two terms. In the absence 
of such definitions how shall we judge the validity and correct- 
ness of our definitions ? The only Wi'^y, ami perhaps a very good one, 
is to test them in the light ol common experience and observations. 

Considering, continuous consumptioi of a commodity we know 
that every unit consumed affects the efficiency of the consumer; 
some units in ay incre^ce the efficiency, and some may decrease 
it. If the units are very small the changes in the efficiency caused 
by them are also small. We know, further, that the first few 
units of a commodity consumed increase the efficiency of the con- 
sumer at a progressive^ rate (if the consumption increases the effi- 
cienoy at all), while some of the units that follow increase it at 
a diminishing rate, and lastly, that if the consumption is carried 
sufficiently far the last few units actually decrease the efficiency 
of the consumer. 

Thus for example, to a particular man milk may give increas- 
ing efficiency as the amount consumed increases from, say one 
chhatak (l/16th of a seer) to one a day, but after that, as con- 
sumption increases to 2 seers a day, the additions to his efficiency 
may go on diminishing and finally, when more than 2 seers are 
consumed every day the efficiency of the man may not only cease 
to increase but may actually diminish on account of the detrimen- 
tal effects of excessive consumption of milk. 

The lines that divide the total amount of consumption into 
these three classes are thus clearly marke^. l^ut it may be fe- 
inembered that in actual life the determination of the exact dimen- 
sions of these classes is very difficult and that these dimensions 
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differ widely between individuals and between circumstances. 

These three classes may now be called necessaries, comforts 
and luxuries, respectively, and may be represented diagrammati- 
cally in the following manner. 



Let the units of consumption be marked on OX and the units 
of efficiency on ()Y. Since we know that no unit of consumption 
can be imagined to have absolutely no effect on the efficiency of 
the consumer, no portion of the efficiency curve will be a horizon- 
tal straight line. Again, we know that the first few units of a 
commodity give us increase of efficiency at a progressive rate 
(choosing units of suitable size in each case) ; the next few units 
though increasing the efficiency increase it at a regressive rate, 
while all further units would cause a reduction in the total effi- 
ciency. Ihis gives us three distinct stages in the curve. A and 
II are two turning points on the curve; N and M are the corres- 
ponding points on the X-axis. Hence we may say that OM units 
are “ necessaries,^’ NM units are “ comforts ’’ and all further 
units are “ luxuries.’’ 

Now we may say that in the continuous consumption of a 
commodity all those units may be classed as necessary each of 
which by its presence causes a greater increase of efficiency than 
the one just preceding it. Similarly, we would say that all those 
units may be classed as comforts each of which by its presence 
increases the efficiency but not to the extent to which the pre- 
ceding one does. Luxuries would be those units whose consump- 
tion causes a decrease of efficiency, very slight at first perhaps. 
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but more marked with appreciable iiK reaHe of consumption. In 
other words, while consuming a commodity unit by unit we ex- 
perience more than proporiionaie increase in etiiciency up to a 
certain point; all this amount would, therefore, l)e necessary 
amount. Then continuing the consumption we get less than pro- 
portionate increase of (?lticiency tor some time: all these units 
should, therefore, be called “ con.torts.” Still continuing the 
consumption further we experience a negative increase of efficien- 
cy ; this portion may, therefore, be called “luxuries.’^ 

In the diagram above, the wnvex portion OA of the curve 
represents the total eHieiencv increasing at a more-than-propor- 
tionate rate. The concave jiortion AB represents the total effi- 
ciency increasing at a Icss-than-proportionate rate; the rest of the 
curve represents the decreasing total efficiency. 

If we were to draw a marginal efficiencv curve corresponding 
to this curve we would get the following curve. 



These definitions can now be applied to different commodities 
instead of different units of the same commodity . 

Some readers might object to my regarding luxuries as only 
those commodities which* decrease the efficiency of the consumer. 
They might argue ihat some luxuries also increase the efficiency 
of the man. But such an idea arises only out of a confusion of 
thought. In the first place, if any commodity increases the con- 
sumer’s efficiency, however slightly, it should be called a comfort. 
Luxuries will always diminish the efficiency though in a jgreat mmy 
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,^es..to a amall extent only. The confusion and misunderetandini^ 
aiiseia*out of the practice of regarding the whole amount of consump- 
tion as either a necessary, a comfort, or a luxury. An attempt to 
classify the whole amount under one head is at the bottom of all 
misunderstanding in regard to the nature of luxuries. For in- 
.stance, one might say that drinking does not always decrease the 
efficiency and yet it is a luxury. The answer would be, certainly 
a moderate dose of drink may not decrease the efficiency, it may 
increase it, but then this moderate dose is a comfort — all amounts 
above this dose being luxuries. 

Again, an objection may be raised to my detinitions on the 
ground that they cannot be applied to determine whether a car is 
a necessity to a surgeon or not. My test is to decrease the amount 
by one unit and observe the decrease in efficiency, and it might 
Jbe, argued that a car cannot be decreased or increased by a unit. 
One more car would be practically useless if not quite superflu- 
ous and one less car would wipe off the whole efficiency. This 
would suggest that the car is a comfort rather than a necessity 
according to my definitions. Yet I have regarded it as a necessity 
for convenience— why ? A car is, virtually, a collection of many 
units. Though we cannot break the car up into similar portions, 
still we can imagine a car as giving so many units of service. The 
car serves some urgent needs and some less urgent ones. The 
satisfaction of the most urgent needs gives more than proportion- 
ate increase of efficiency. Hence, we should say that a car for 
some time during each day is" a necessity and for some time a 
•comfort. It goes without saying that at times the same car to 
the same surgeon would be a luxury, if its use decreases his effi- 
oienoy. 

Thus the definitions given by me hold good even in cases 
".where the particular want in question is satisfied adequately by 
’the consumption of one unit of the commodity. Would it then 
"%e coiredt to call a car a necessity to a surgeon of wide practice? 
PeAaps not quite correct, but it would be best-state that while to a 
fdefk/iiajri a car would probably never be a necessity, to a surgecm 
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or a physician it would be a necessity on many occasions, and, hence, 
that when a clerk is deprived of a car probably no necessary unit 
is taken away from his consumption, but when a i)hysician is de- 
prived of a car some necessary units are taken away from his 
consumption. 
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Cfatral Banks : A Study of the ConKtitutions of Banks of Issue, with an 

Analysis of Kepresenlative ('harterB. By (*. H. Kisch, C. B., and W. A. 

Elkin. Macmillan & ('o., London. Bp. 3H4-fx. 

The authors of this timely and standard -treatise are Miss \V. A. Elkin and 
Mr. H. Kisch. The latter is not unknown in India, hein^ a Financial Secre- 
tary in the India Office, and haviiif^ been the Secretary of the Babington Smith 
Currency C'onmuttee of 1919. They have secured somewhat unusual honours 
at the hands of Mr. Montagu Norman, Governor of the Bank of England, who 

in the course of his Foreword lias commended the book “ not only to bankers and 

students but to all who are interested in tinancial reconstruction.” 

This tribute is fully deserved, for the treatment is both thorough and stimulat- 
ing. The present reviewer remembers how he had to hunt up old files of the 
Federal Keserve Bulletin and similar jouniais for stray references to Central 
Banks for several weeks together, when he was (*alled upon to open a debate on 
the Keserve Bank before fhe Bengal Economic Society, Calcutta. He should 
therefore be grateful to the authors for their exhaustive appendix (covering nearly 
two-thirds of the entire book), giving an able summary of the laws, charters, and 
statutes, relating to 28 important Banks of Issue. 

In the introductory chapter, the authors cn.phasise the importance of Central 
Banks as currency authorities, which has been receiving increasing attention in 
post-war years. This task will not be rendered unnecessary even if all the countries 
adopt the gold standard. The authors give their reasony in the following words : — 

‘‘ The gold standard is sometimes spoken (-f gb autonmtic system. 
The phrase is in the highest degree misleading. Whether there is a gold 
standard or not, the control of the credit and monetary system involves 
the solution of many difficult problems of policy and detailed adminis- 
tration.” (p. 6) 

Indian publicists who are solidly in favour of the gold standard should therefore 
take a more lively interest in the establishment of the Keserve Bank in order 
that the gold standard may function properly. 

This introductory chapter is followed by six others devoted to a clear exposition 
of the different functions of a modern Central Bank. Appropriately enough, its 
relation with the State is given precedence over others. The authors support the 
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Genoa resolution re{,^arcling independence of State control with the following argu- 
ments : — 


“ .... if the control .... lies directly or indirectly with the Government, 
it becomes fatally easy for the Government to finance itself .... A 
change in the rate of discount .... which benefits some may be un- 
welcome to others But if the Government has a controlling in* 

fiuence over the Bank there are obvious ways by which the more power- 
ful interests .... can try to enforce their wishes.” (p. 22) 

All this is very true. But m the opinion of indian publicists freedom from 
Government control would in the present politico-economic condition of the country 
simply mean vesting the control of currency and cre^ft in the hands of a small 
clique, mostly aliens and their henchmei*,^ who wii^ be oblivious of the true 
interests of the country. Thin may be right or »his may be wrong. But so long 
as this view prevails, it is no use expatiating upon the evils of State intervention. 
Efforts should rather be made to remove this impression from the public mind. 

Ths next two chapters are devoted to capital^ reserves, etc., and general 
administration of Central Banks. Perhaps the most interesting chapters are the 
two on the note issue and on the place of the Central Bank in the money market. 
Speaking of England, the authors state: 

” The allegation of inelasticity in the working of the traditional British 
system has been seen to be ill-founded. A certain good will, moreover, 
attaches to that system with its established record, and this in itself 
is worth retaining . . . . ” (p. 90) 

. This view has been accepted in the recent enactment. 

The opinion of the authors regarding the relation of the Cental Bank to com- 
mercial banks is equally interesting. It has been stated in the Legislative 
Assembly that the Reserve Bank “ will work as a mill stone round the neck of 
indigenous banks.” The authors, however, emphatically state ; 

"If a Central Bank is to be in a position to oonteol credit, it must have 
an imchallengeablo voice in deciding the volume of credit to be avaiUble 

from time to time The very idea of a Central Bank presuppoiea 

that the couuiiercial banks will deposit their cash resources, otha than 
till roonev, uith it, and that a system will be established under which 
the commercial banks will not counter the credit policy of the Central 
Bank liy any action on their part." (p. 101) 

The next chapter clearly describes the foreign exchange, loan and discount 
business of the Central Bank. The last chapter is devoted to co-operation between 
the different Central Banks of the world. This is not so recent as th(( authpw 
seem to imagine. It is true that international co-operation in financial inattere 
between Central Banks has been most fruitful and moit noUceahle in reo«nt 
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years, but there was such co-operation on different occasions long before the wai. 
To give only one example, at the tune of the Baring crisis, the Sank of England 
obtained £ 3,000,000 in gold as a special loan from the Bank of France and another 
^65,000,000 in gold from the State Bank of Kussia. 

Miss Elkin and Mr. Kisch have laid all serious students of finance under a 
ieep debt of gratitude by their handy volume, which will remain for a long time 
the authoritative text-hook on the subject. 


H. S, 


The nETUUN of Laissez by Sir lamest J. T. Beim. Bp. 221. Price Os. 

Published by Kriiest Benn, Ltd., London. 

% 

In his frank foreword to his intensely interesting book Sir Ernest says ; 
‘ There is nothing new m this book,’ and it is very true. Sir Ernest’s arguments 
have been used for ever so many decades since the close of the 18th century and 
it is difficult to flog a dead horse to life again. But Sir Ernest is very earnest 
about a revival. He says : ‘ The individualist looks for wisdom to the experience 
of the past rather than to the inexperience of the future.’ The book seems to 
have been written with a purpose and that at a very psychological moment in the 
history of British T’olitic.s. With the General Election coming up in May, Sir 

Ernest s plea for Individualism has something more than an academic interest 
for its readers. 

Sir Ernest is nothing if not strikingly dogmatic, and every chapter of his 
book — and there are 18 of them — is full of life and fight, if not always of sober 
balancing of the pros and cons of the very important problem he is out to get 
an answer for. 

In his Introduction Bir Ernest says that ‘ Individualism is a protest against 
the modern way of looking at things social and political.’ It doubts the divine 
wisffbm of the mass, it (lUestions the acceptance of the herd-instinct as a safe 
guide to political perfection. If denies the doctrine of the infallibility of the 
committee: All- this the unprejudiced reader may accept without in any way 

b^ing able to assent to the conclusion that the individual can always be trusted 
to Ibok after his and other people’s interests*. 

Sir B^est s obiter dictum that Government is a negative force and that it 
cannot do much that is constructive has only to be mentioned to be dismissed as 

that of one who refuses to see the other side of the shield. 

, * A certain amount of Socialism is good for any nation ’ says Sir Ernest, but 

how . much, he is nmbh* to say. He adds ; Wo have n larger proportion of 
Socialism than is good or convenient.’ The reader sometimes wonders whether 
Sir Enteat is anxious for Individualism or only for a convenient dose of' so ci ali sm 
to laaven the admittedly wejik case for undiluted Individualism, 
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^ chapter 4, the author describes the present age as ‘ the age of ’ 

and has nothing but horror for all its delays and irresponsibility. He has no hope 
of meeting the douiands for consumption so long as the community is 
afaieted with collectivist restraints on individual liberty. He describes 
the problem of poverty as one not of money, But c>t things, and that if we can 
make the things the problem disappears, it would have been better had the author 
explained . himself a little more in detail. But when he goes on to write that 
‘■Production comes before consumption and leads to it’ he is developing what 
is only part of a truth and not the whole of <^ne economic cycle. The author may 
ponder a little more if there are not a n mber of comnicditi.s in the world which 
if produced without restraint may affect adversely both producer and consumer. 

In chapter 6, the author defines what he lueans about tiociaUsm ai.d Capitalism. 
“ Capitalism,” he says, “ consists in the serving oi the desires of others.” Can- 
not Socialism also be defined in a similar *yay? While he accuses the socialist 
of misrepresenting Capitalism, Sir Emeet fahs into the same trap when he says 
that the main plank of the Socialist party is the trarsler of riches from one 
class to another. It is just possible that this u»ay i^so be a way of serving 
others. His jibes at the socialist are interesting : Says he, “ The socialist tries 
to make the best of both worlds and tr’cs to have it both ways in the matter of 
the ethical and material. Justice is bard to find. There is very little of it m 
human affairs, but certainly no injustice was ever so complete as that which has 
associated socialism with morality and capitalism with immorality.” 

Sir Ernest is a great champion of competition. But if he would only study 
the tendencies of modern business and the possible ilangers to the community 
of the combines, trusts, and cartels, it would require a very strong faith to believe 
in undiluted competition which if not restrained by authority kills competition 
itself for private ends. 

Writing about the problem of Unemployment Sir Ernest has the following 
interesting paragraph : 

‘ Unemployment, except in respect of a very Hinall minority of unemployables 
would disappear to-morrow if we could do two things : first, dismiss the pre- 
posterous and degrading notion that the politicians can perform the impossible, 
and second, secure a general acceptance of the old truth that we live by render- 
ing service to others.’ Very well put, but one wonders whether the author is 
at all anxious to come to grips with his problem. 

In chapter 10, the author is very strong in his criticism of the bureaucracy 
and with his criticism every student of JQemocratic forms of government would 
agree. But is not bureaucracy inseparable from any democracy which wants to 
function on a large scale? Is not another type of bureaucracy inseparable from 
doing business on a grand scale ? Sir Ernest must know 1 But the remedy lies 
elsewhere. 

The author is on strong ground when in page 205 he declares ; 

” Private property in present circumstances can only be justified in the public 
interest, The owners of private property must be regarded as trustees on behalf 
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of the public. Only on these lines can Individualism hope to make an appeal 
to thoughtful people.” But the case for Socialism is just in the fact that the 
trustee can so rarely be trusted and that the temptations for abuse of the trust 
are ever so many. If Sir Ernest would find us a way by which he can ensure 
that the rich man would act always as a trustee for the poor with sufficient 
guarantees of good faith there would not be a single socialist left in the world. 
And there would be no Individual ism either in the accepted sense of the term. 

The book is very well got up and is priced at six shillings. The book has 
certainly not been written in a scientific spirit and as such is hardly a book to 
be placed in the hands of students of Universities. But as a popular presenta- 
tion of a very difficult subject, Sir Ernest’s attempt is interesting indeed, though 
he has loaded his arguments very much in favour of his own obsessions. 

S. V. Avyar. 


A Brief Introduction to Public Finance by Kesari Singh I’ancholy, B.A., 

LL.B., M.A.S.B., F.E.S.l. ” For Young Princes ” Series, Kewa. liVio. 

Pp. 106-hvii. 

This handy volume is based on lectures delivered to H. H. the Maharaja of 
Bewa in 1922 by the author, and is intended for young princes like him about 
to enter upon public life. Besides the introductory section, there are four others 
on public expenditure, public revenues, public debt and the budget, Major Colvin, 
Adviser to His Highness, contributes a preface, in the course of which he states 
that the book should prove valuable to students of financial administration general- 
ly. But although well -written, it is much too scrappy to be of use to any wide 
circle of readers. The price of Ks. 6 is very high for a book of this size. The 
photographic frontispiece is clearly out of place in a text book on public finance. 
Nor have the proofs been carefully read. To give only one instance, there are 
mistakes in the names both of authors and of works in the ” List of Books 
Consulted ” given at the end. In spite of these defects, the book supplies the 
want of a concisely written elementary text book on public finance suitable for 
young princes, who will have to bear a lieavier and heavier burden of adminis- 
tration in years to come. 


H. S. 


’’Early English Intercoursk with Burma” (1.587—1743) by D. G. E. Hall, 
I.E.S. Eangoon University Publications, No. 1. Longmans. 128. Od. Pp. 276. 

Prof. Hall succeeds in presenting for the first time an authoritative history 
on the subject of early English intercourse with Burma prior to 1744. The soureii^ 
from which the material has been drawn, being entirely new, the author has 
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sncceeded in unearthing fresh facts in addition to those, that are usually rq>eated 
by Dalrymple in his " Oriental Repertory ” or Haryey in his “ History of Banna ” 
or Cordier in his monograph entitled “ Historique Abrege des Relafiohs de la 
Orande-Bretegne ave la Birmanie.” 

Apart from correcting entirely erroneous ideas about this subject, the 
prominent of which is Bruce’s reference to the Company’s trading voyages to 
Pegu, he ,has done substantial service in giving quietus to several controversial 
details, such as the existence of factories in Burma prior to 1647 and the 
Negrais expedition of 1687. Labouring hard amidst the dry and disgusting official 
factory records in the India Office Archives, he has collected good material from 
the Port St. Oeorge Diaries, Consultation books, .Public despatches to England 
and from England, and the Madras Public Proceedings for this work. Doubtless 
his indebtedness to Sir William Poster and Vrot. H. Dodwell, the com. 

pilef of the Records of the Madras Governmr'it, is very great. He basnot failed 
to refer to other contemporary writers of this period. 

Copious and lengthy quotations from the original records enable him to 
transport the reader from the dreamland of guesswork to that of solid facts and 
actual conditions. 

Though British intercourse with Burma during this period 1687—1744 was 
“ hesitating, fluctuating and maitdy unsuccessful ” Prof. Hall has demarcated the 
held into different periods and has devoted detailed attention to each of these 
periods so that the unavoidable “ jumps ** from one period of study to another 
which are so frequent in histories are avoided. 

Prior to the founding of the Masulipatam factory the land of peacocks and 
pagodas had no special attraction for the Company’s servants. Musk, wood, and 
lac — the chief articles of trade — were too bulky to be transported economically. The 
Portuguese were already well settled. Japan and Siam were the real objectives 
at that time. Barring private traders who blazed the trail, Burma was never 
seriously thought of and did not form a part of the commercial activities of the 
English factors. The situation becomes changed with the founding of the Masuli* 
patam Factory. But trade with Persia absorbed the little capital that it had 
and no regular intercourse nor even official trading relations could be established. 
With the failure of de Brito’s attempt to found a Spanish-Portuguese Empire, the 
decaying of the Persian trade, and the rumours of Dutch prosperity arising out 
of Burmese trade, which whetted the appetite of the English factors, the Surat 
factory initiated the move and under the management of the new Fort St. George 
factory trade with Syriam was deflnitely established. But the Masulipatam factors 
continued their private trade as* before. 

Coming to the history of the Byriam Factory during 1647 — 1667 and the economy 
campaign leading to its abolition more details are furnished than are at present 
known to students of this subject. The causes fot the slow progress of trading 
relations are analysed. The Dutch opposition and the precarious financial ctatns 
to which the English factories in the East were reduced, are considere4 as thf 
chief causes. 
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" With the advent of Streynsham Master in 1680 things took a different tnrn. 
Hearing that the Dutch had retired permanently from Burma he soon inaugurated 
official intercourse with the Burmese Government and strove to reopen the Ryriam 
factory. His famous Articles of Trade are quoted in extev^o. Plough lac and 
saltpetre were considered desirable articles of trade the Court of Directors never 
consented to reopen the factory but expressly approved the carrying on of trade 
under private traders. It was an era of indirect trade that was ushered in. By 
controlling the private traders and by judicious lowering of the tariff on precious 
stones and timber from Burma the Fort 8t. George factory began to easily attract 
the whole of the Burmese trade so that by 1700 it became the chief port on the 
Bast coast for trade with Burma. Forced to intercede on behalf of Bartholomew 
Rodrigues it also strove to secure official concessions for shipbuilding at Syriam. 


Compelledjiijll^ open the factory at the recpiest of the Burmese Government, Thomas 
Bowyear was sent as the factor whose main duty was really to control the private 


traders. This half-hearted arrangement lasted till 1724. In that year the unpaid 


“ Chief of the Affairs ” was superseded by the “ Resident ” whose main duty was 


to supervise the shipbuilding trade on behalf of the Company. 

The expensive nature of the shipbuilding operations, the hostility of the 
Tailings, and the shifting policy of (he Burmese Government forced the Fort St. 
George factory to give up shipbuilding at Syriam and count. on the Parsi Yards at 
Bombay to satisfy its requirements. The destruction of the Syriam factory by 
the Tailings in 1748 was soon followed by the official withdrawal of the Resident 


in 1744, 


Throughout this period of the study we find the Burmese Government paying 

insufficient attention to trade, industry and foreign intercourse, and the general 

Governmental policy was so intransigent that its resources were not fully develop- 
ed on any important scale by any of the foreign traders. This stands quite in 
marked (onlrast to the enlightened policy followed by the neighbouring state of 
Siam. Burma’s backwardness in these matters was chiefly responsible for her 
downfall before the Economic Imperialism of Europe in the nineteenth century. 

This dull narrative would have been altogether boring to the reader but for 

the humorous references to certain Burmese customs and manners, the priesthood « 

the lives of the English factors with their “ temporary wives ” in Burma, quoted 
mostly from Hamilton’s account, and the habit of giving costly presents. These 
descriptions lend an air of romance to the narrative and make it an interesting 


reading altogether. The state of empirical navigation of those times, the secur- 
ing of finances from the Surat Bankers in 1646, the conditions of trade, the 
mechanism of payment, the means of payment, the commissions paid to the 
assayers of bullion, and the brokers called “ teregas ” are faithfully recorded in 
Ch, V. State Affairs, commercial matters, social customs and the vacillating manner 


of the Burmese administrative machine receive due attention and thus make the 


history graphic and realistic to a great extent. About eight appendices are 
tacked on throwing further light on the commentary of the text. The printing 
and get up is eminently satisfactory. We feel disposed to congratulate the Univef- 
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sity of Rangoon for publisbing this valuable work as ite first bulletin and hope 
that similar valuable monographs would be published indicating the real res^oh 
work done by its scholars. 


B. Bamachandba Bau. 


Thm CO'OPJiRATJVii OkoamzatioiN IN BRITISH Indp by b. Ci. Bhatnagar, M.A., 
Lecturer in Indian Economics, lln‘vemity ot Allahabad. 1927. Pp. 821. 


In tbis booJ^ the author reviews the Indian Co operative Movement from its 
inception to the present day, apparently with especial stress upon the constitution 
and moduli operandi of various types of Honetv, union, and other central institu- 
tion. 

As Wft» the case in Japan, the Oo-oiwrative system was ijiported from the 
West and was fostered by a paternal tiovernmenl in every possible way. In the 
last thirty years, as the result of a vigorous campaign of propaganda launched by 
the Ooverniiient, varioua kinds of societies have sprung up in every part of the 
vast empire, especially in the Punjab and Bombay. 

Of 64,247 societies existing in l‘.l23-4, credit societies (61,676), modelled 
both on Baiffeisen and Sohulz^-Dalitzsch systems, by far outnumber other types 
of society. What particularly strikes us as regards the organization of Indian 
Credit societies is their strict adherence to the principles of their originators, 
manifested in the prevalence of unlimited liability and indivisible reserve fund. 
In Japan societies of limited liabUity are on the increase even in rural diatncts 
and a member always has a claim on the reserve fund in proportion to the amonnt 


of his paid-up shares. „ . k * 

Much smaller iu number but next in importance m credit societies are market- 

ing and purchasing societies. As is the practice in Japan, these are carried on m 

connection with credit business. . . ^ u 

There are a fairly good number of workers’ productive societies, which, though 

having constantly to fight against the difficulties inherent in the 
holding their own. In Japan for the reasons I pointed out in my book. The 
Cooperative Movement in Japan.” this type of society is still unreco^ized by 
law .mid aie very few societies that do exist show only a pcvir resul . It is ^ 
interesting to note that there exist in India many labour societies, similar to Italian 
bracoianti, a form of co-operation entirely non-existent ^ P 

In the field of the Consumers’ Co-operative ScKueties. building somet ea are 
making fairly good progress, but the Co-operative store movement stiU hai^s fire 
in India. where«i in Japan, in addition to some eighty stores open to all s^ 
,he end of (he ftreat War. a very active movement has spr^g up among the f^^ 
workers, though still confined to Tokyo, the birthplace of consumers co-operatmu 


iu our country. 
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Betides these fsmilisr types of society, the co-operative principle is being 
in India to various fields^ such as cattle breeding, live stock insurance, 
agricultural improvement, the fight against malaria, education, etc., with varying 
degrees of success. 

As to the higher co-operative organizations, there are Banking, Guaranteeing, 
and Supervising Unions, which are more or less carried on on an un-o£dcial and 
self-help basis. Over them stand the Central Banks (1889 in number), which are, 
according to the author, the backbone of the Co-operative Movement in India. 
Their functions include among others supplying funds, balancing of funds, super- 
vising and auditing accounts, marketing and purchasing in common, in the 
interest of their constituent societies, and above all, acting as the Co-operative 
Union in the English sense of the term. Above these are seven Provincial Banks 
functioning as the balancing centres of surplus funds in each province. 

As to the proposal of establishing an All -India Co-operative Bank, the author 
decides that it would be inadvisable on the ground that such a scheme, apart from 
causing unnecessary expenses to the movement, involves the danger of co-operative 
money remaining aloof from the general money market, and he urges instead a 
more harmonious co-ordination among provincial banks, and invites positive assist- 
ance to the movement on the part of the Imperial Bank of India. Judging from 
the experience in Japan of such a central bank, the author’s opinion seems to be 
very sound and practical, but looked at from a strictly co-operative point of view 
there is still room for discussion on this point. 

It is satisfactory to note that according to the author, a movement is on foot 
to de-officiate the control of Co-operation by the Kegistrar, who at present exercises 
a wide power of supervision over the whole of the co-operative activities. But, 
taking all in ail there is no use denying the fact that in common to all the movements 
inspired from above and not from below, the Indian co-operative movement 
lacks the vital spark, i.e., the genuine co-operative spirit, which must be the 
driving force of the whole movement. The author is keenly alive to various 
defects and shortcomings of the Indian movement, which he points out in his 
conclusion, and proposes some remedies to give more life to the movement. In 
the author’s opinion, the real cause of failure in India, especially in the Central 
and United Provinces, lies in the absence of civic conscience in the educated 
middle class. What are badly needed in India are unselfish ofidcials, “ Who live 
for the people, who think for the people and who work for the people ” and yet 
can face the sober facts and figures about the working of Co-operation and the 
peculiar needs of the people they want to help.” 

There are many more valuable suggestions to Indian co-operators in his 
'* After Thought,” which might well be taken in toto as a warning and advice to 
the Japanese Co-operators who are face to face with the same difficulties. 

With patriotic zeal and religious fervour the author endeavours throughout his 
book to impress upon the uninitiated that through Co-operation and Co-operation 
alone thousands of the submerged classes in his country can be saved from wide- 
spread poverl^ and emancipated from the clutches of the unscrupulous sowoar. 
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He has done his work well and no doubt this book will greatly contribute towards 
enlightening the layman on the principles and boon of Co-operation. I feel, how- 
ever, that he could have attained his end equally well, if he had spared the reader 
the somewhat too frequent and lengthy description of modus operandi of various 
societies. T must also confess astonishment at his utter disregard of similar move- 
ments elsewhere, especially that of Japan, which was born under identical circum- 
stances to those of India and is facing pssentialiy the samj problems. Surely, 
even if the Japanese movement could not furnish hm with profitable examples, at 
least it is productive of some parallels interer'uig Iroiu a piirel> objective point of 
view. 


Dr. KtyoiFv. Ooata. 


(‘URHi'iNiJY AND DuiORS IN India by (\ N. Vakil, M.A., M.Sc. fkVon.), F.S.S. 

and S. K. Muranjan, M.A. D. B. TarapoiY /ala Hons & Co. 1927. 

Pp. 650-|-xvi. * 

Prof. Vakil has already estaolished his reputation as a writer on Indian 
Kconoruics by his “ Financial Developments in Modern India.” He has now 
given us a volume full of useful information in collaboration with one of his re- 
search students. 

In the first part of the book there is a history of Indian currency from lH0r> 
to 1920, a period covered more-^ or less completely by other writers. Fiven as a 
compilation, it suffers from the defect of ignoring the latest researches on the 
subject. To give only one example, the Mansfield Commission is referred to as 
the first currency inquiry in spite of the recent researches of Prof. J. C. Hiiiha 
(see his Economic Annals of Bengal, pp* 200-207, where the first currency com- 
mittee set up by Cornwallis has been briefly described). 

Part II is contributed mainly by Mr. Muranjan and covers new ground. 
This section opens with a description of the index number of Indian pric/es. The 
historical account is (juite full, having been traced from the India Office memoran- 
dum submitted to the Eoyal Commission on Depression on Trade and Industry 
(1885-86). Eecent index numbers published in the Labour Gazette, Ikimbay and 
in the Indian Trade Journal, Calcutta, have however not been mentioned, although 
the latter is regularly quoted in the Monthly Bulletins of the League of Nations 
and some annual publications of the Government of India. 

This account of index numbers is followed by a critical examination of prices 
for a long series of years (from I860 to 1920) of some important commodities 
classified under three, heads :--(a) [(KKistuifs, (b) raW materials and fc) manufac- 
tures and imports. Unfortunately, the authors often arrive at ^conclusions not 
warranted by the facts collected by them with so much labour. There notioed 
throughout a bias in favour of protection, which has been advocated with the 
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help of quite curious arguments in a few cases. About protection to coal, the 
authors state ; 

It deserves to be strengthened a good deal more if it is to becx>m« an 
active force in stimulating our other industries. When it is remember- 
ed that our coal production exceeds our consumption, the oaSe for a 
prohibitive duty becomes strongf'r still.” (pp 

The truth lies exactly the other way. If the cost of fuel is increased, ail 
industries dependent on this form of power must be prejudicially affected. If the 
production exceeds consumption, reservation of the home market cannot be an 
adequate solution, outside markets must be found. Protection has been recommend' 
ed in the case of other industries as well for insufficient reasons, e.g. for sugai- 
on the ground that “ the higher cost of production is mainly to be attributed to 
the infancy o{ the industry.” (Italics mine.) One must take one’s ha< off (o 
this venerable infant and to its enthusiastic guardians. 

The second part is concluded wnth a discussion about the practical problem of 
determining a representative price index for India, and the theoretical relation be- 
tw^een cursency and pricey The difficulties have been somewhat exaggerated. The 
world to day is a much smaller world than in the days of our forefathers when 
modern transport facilities were unknown, — almost unknowable. Many com- 
modities have now an international market. The price level in India cannot there- 
fore be altogether a thing apart, as the authors seem to imagine. The same 
disparity between the prices of sheltered and unsheltered commodities is to be 
found in England as well, as pointed out by Keynes and other writers. But one 
must agree with the author’s mam conclusion that in the pre-war system there 
was relative redundancy of currency for short periods and consequent inflation of 
prices, — a fact established by Gokhale and other Indian Economists and admitted 
in the Hilton Young Commission Report (para 16). 

The third and the last section of the book is devoted to a criticism of the 
three main issues raised by the Hilton Young Commission, viz., (a) the standard 
(b) the ratio, and (c) the Reserve Bank. The authors approve of the gold bullion 
standard with two important reservations. One is that the gold reserve should be 
held in India, and secondly the purchase and sale should be confined to India — 
opinions which will command the assent of all Indian publicists. 

The chapter on the ratio is headed ” The Standard Unit of Value.” But can 
there be a unit which is not a standard at the same time? The authors have also 
confused the issue by bringing in extraneous matters about the ” sacredness ” of 
the ratio. For the point is clearly this : — Whether there had been economic adjust- 
ment at the eighteen pence level at the time of its establishment, no matter how 
the adjustment . might have been effected. The authors state: 

” The fact that these steps [for the deflation of currency] have been taken 
for a fairly long period, for more than two years, must result in the 
j adjustment of the internal price level with the world price level ” 

(p. 589). 
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They thus give away their whole ease in favour of the sixteen i«nce ratio. 
fNot unless waj^es and interest had also been adjusted. Kd. 1 

The oxnicluding chapier is a pica for the establishment of a central bank, 
generally on the lines recommended by the Hilton Young Commission, but with 
no preference either to the Imperial Bank or to its shareholders, as recommended 
by the Commission. While the need for the Reserve Bank is agreed to on all 
hands, it is difficult to agree on a constitution in the present political temper of 
the country. One can only hope that the new finance Member will explore 
the field afresh and politicians will not light!, reject the proposals for a lasting 
financial reform. 

To conclude, fbe aiithorH have collected a maes of information on currency 
and priceB in Ir.dia at confliderable labour, which will provo of value ^o all 
serioiiR students of Indian Economics.— ever those wbo may not agree with the 
authors in some of their conclusions, or those who may find the facts in some 
portions of the book already known to them. 

H. S. 


Thf, Bfioinninos of Local Taxation in the Madras Presidency by Venkatarau- 

gaiya (Andhra University Series No. 1). Longmans Green and Co. Pp. 107, 

This small book of 107 pages is a study in Indian Financial Policy from 1863 
onwards with special reference to the Madras Presidency. As mentioned in the 
jireface, an attempt has been made to explore the field of local Government. In 
the evolution of the future policy of India, local institutions are bound to play 
a prominent part and therefore the book may be deemed to be a contribution of 
interest. 

The author begins wdth an investigation into the Finances of local boards 
and mnnici})alitieR in the Madras Presidency and goes into details on the begin- 
nings of local finance. The year 1863 is taken as the dividing line between the 
old order and the new. Prior to that date lixal taxation was irregular and 

haphazard. In the decade following the Mutiny the Imperial Finances were put 

to a severe strain. The situation was further complicated by the over-centralised 
system of finance which prevailed in the country in those days. The Provincial 
Governments sent up budgets to the Central Government containing 

items of growing expenditure which they were under no inclination 
to reduce as they were noi in any way responsible for raising the 
funds required. Government had therefore to look for relief and imposition on 
R'lditional lines was decided upon. ‘ Local Taxation was therefojjB distinguished 
from ‘ Imperial Taxation,’ and was devised as an instrument of relief to the 
Imperial Finances. 

Not only that, local taxation came to be regarded as a remedy for the defects 
of imperial taxation, It was believed that the distribution of the burden of Imperial 
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taxes was not equitable, that certain classes of people contributed very little to 
the public revenues, while certain (ithers were unduly burdened. Local taxation 
was therefore thought of as a means for bringing about the desired equity. 

Further, it appeared that certain taxes could be assessed, collected and ad- 
ministered more economically and successfully as local taxes than as Imperial 
taxes. 

Moreover, local taxation became a positive instrument for effecting local 
improvements and for training people for self-government. 

The principles were sound enough but there was some confusion in their 
application and the author has in the latter part of the book ably dealt with illus- 
trations to indicate how the primary objects of local taxation have been many a 
time lost sight of. 

As is mentioned in the Introduction by C. E. Beddy, Esq., the book * may 
not embody the last word and final wisdom on the subject,' but all the same 
the attempt of the author is interesting and useful. 


Kesart Rtngh. 


Tniuan Economics by Profs. G. B. Tathar and R. G. Beri. T>. B. Taraporevala, 

Rons & Co. Vol. T. Pp. 497. 

Considering the vastness and complexify of the eixmomic problems which face 
a student of Economics in this country the volume of literature dealing with the 
same must be pronounced as scanty. Every addition to this meagre stock of 
economic literature is welcome provided it is based on a new approach to the 
subject. The particular books purporting to deal with the economic problems 
of India from a comprehensive and national standpoint have a special claim upon 
our attention, as it is in these that a proper understanding and a correct solution 
of Indian problems may be hopefully traced. In is for this reason that the book 
under review, though primarily intended for the Honours students reading for the 
M.A. and B.A. degrees in Economics, is calculated to make a strong appeal to 
general students of Economics as well. The present book, certain of receiving 
close attention on account of the relative paucity of such literature, further drags 
the attention of the reader to itself by the remarkably bold criticism of the 
existing books on Indian Economics that the authors offer in the course of their 
preface. The following is a list of the various defects, positive and negative, 
which, according to them, characterise the existing publications on the subject : — 
(1) Poor (|ualitv of critical matter; (2) Inability to analyse a process of thought; 
(8) A bsence of proper correlation of the subject with economic theory ; (4) Lack 
of consistency of standpoint; (6) Tendency to shift the discussion from the 
economic to the political, moral or spiritual plane; (6) Too frequent use of 
catchwords; (7) Presence of padding complements. By an obyii^ns implication 
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the authors claim to have avoided all these defects in their book and claim farther 
with enviable self-confidence that they have been inspired by a somewhat higher 
ambition, that they have approached controversial questions with absolute im- 
partiality and moderation, and that they have tried to remember that there is no 
higher duty than truth. If then after reading the preface, one felt that the 
ideal book on the subject of Indian Economics had at last been found, his mental 
relief cannot be blamed as a too easy optimism. 

A perusal of the book, however, brings disilliMionment in its train, as in spite 
of the best efforts of the authors their l*ook is, after all, full of the various defects 
noted by them in the existing publications. The treatmerf in the book of such 
important subjects as the scope of Indian Economics, Banade s contribution to 
Indian Political Economy, the production and export of foodstuffs, the origin, develop- 
ment and influence of the caste system, the ancient village organization, economic 
holdings, the effects of the co-operative m>veme»it, the alleged relation between 
the Indian climate and the relative- ineiSiciency of labour, the economics of 
Ehaddar, the nature of land revenue, and external capital, t»i mention only a 
few of the subjects that have been dealt with in thr present volume, is far from 
satisfactory. An obvious feature of the discussion of these subjects is a lack 
of critical and decisive faculty. Even that moderation and ‘ impartiality,’ which is 
so obvious in the authors’ remarks regarding the responsibility of government in 
a number of cases, is conspicuous by its absence when indigenous institutions like 
the caste system and the village organisation are on the anvil. There are 
several instances in the book of absence of proper correlation of the subject with 
economic theory and practically the whole of the last chapter dealing with Industries 
might be pointed out as a prominent case of this kind. The same chapter also 
will bear out the truthfulness of the criticism lhat the very commendable copious- 
ness with which problems of agriculture and population have been treated has been 
achieved at Ihe expense of other subjects equally important. The condemnation 
of the caste system on political grounds does come as a surprise from the pen 
of writers who set out to avoid the tendency to shift the discussion from the 
economic to the political, moral, or spiritual plane. Much of the stuff dealing 
with the biological aspect of the problem population, many sections from among 
the six cha,pter8 purporting to deal with agriculture, e.g., a survey of the principal 
crops of India, a number of statistical tables, and practically the entire chapter 
on the state in relation to agriculture must bear the authors’ own title-padding* 
complements. Consistency of standpoint is also sacrificed in a number of places 
to the exigencies of immediate argument. The authors’ judgment regarding the 
moral benefits of co-operation and the influence of climate on efficiency are 
instances in point. In addition to fhese defects of the subject matter, there are 
various other defects connected with the manner of presentation. The style is 
extraordinarily clumsy in a number of places. *A number of phrases and con- 
structions used throughout the book are of doubtful correctness. The following are 
a few instances : — Page 13, lines 10 — 14; p. 20, 11. 81—84; p. 92, 11. 13—17; 
p. 143;frlast^line; p. 233, 11. 18—23; p. 808, last seiitence in section 1. That ihm 
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are a very large number of misprints in the book is certainly no fault of the 
authors, but in a number of places these affect the continuity and even the meaning 
of the argument. These defects are noticed here with no desire to indulge in fault- 
finding, nor is it expected that anybody who goes through the present review 
will be stirred to take up the challenge that the authors have so sportingly thrown 
out at the end of their preface. It is intended only to demonstrate how very 
difficult it is to avoid faults against which we have warned ourselves and how 
very real are the limitations personal and objective under which all authors in the 
field of Indian Economics have to work. 

Considerations of space prevent any exhaustive treatment even of all the more 
important subjects dealt with in the present volume. The arrangement of the 
subject matter in the book is rather unusual. The volume under review contains 
13 chapters in all, dealing with the scope and definition of Indian Economics, 
physical and natural resources, population, social and religious institutions, the 
economic transition, agriculture — including irrigation, rural indebtedness, co-opera- 
tion, land tenures and land revenue, and industries. The logical and utilitarian 
justification of such an arrangement which necessitates the discussion of a number 
of problems of distribution, public finance, and the standard of life before adequate 
reference to the topics connected with the production and exchange of commo- 
dities has been made may be doubted. There are, however, certain features of 
the discussion in the present volume which require a more than passing notice. 
To start with, it must be observed that the authors have no clear or real perception 
of the nature and justification of a special study of Indian Economics. As a 
matter of fact the foot-note on page 4 creates a very strong impression that had 
it not been for the nomenclature and specific mention adopted by University 
curricula the authors w'ould not have cared either to adopt or to expound the title 
‘ Indian Economics.’ Whether Indian Economics is merely an essay in descriptive 
and objective study of economic problems, or whether a peculiarly Indian and an 
intensely national standpoint is the distinguishing mark of the studies designated 
by that title, is a question w^hich the authors do not seem to have decided lor 
themselves and are not naturally in a position to answer. They observe, no doubt, 
on page 2 that ‘ Indian Economics is a study of the present economic position of 
India from the Indian national point of view.’ They seem, however almost to 
apologise for the use of the term (foot-note, p. 2) and certainly make no mention 
of the national standpoint in the following, the very first, sentence in the book,— 

‘ Indian Economics, as generally understood, may briefly, simply and sufficiently 
be described as a study of the principal economic problems in India with an analysis 
of their probable causes and of any measures that have been or might be taken 
to deal with them. ‘ As a matter of fact a careful perusal of the sections dealing 
with the part that Ranade played m founding a separate body of thought known 
as Indian Economics, will reveal the fact that the authors have not correctly 
appreciated the contribution of the father of Indian Economics. Having mis- 
understood the nature and. scope of the subject with which they deal, their pro- 
duction is reduced to a mass of loose and unconnected economic data. Theiir 
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attempt to father the responsibility for their confusion on Eanade himself by 
accusing him of an overstatement, and of setting a wrong fashion is too trans- 
parent an ‘ error * to serve as cover. Anybody who reads the famous essay on 
Indian Political Economy should have no misgivings regarding the views of 

lianade on this subject. Banade's speech constitutes a well reasoned attack on 

the economic policy of the Government of India which was notoriously fickle and 
perverse, taking resort alternately behind lainbez faire and relativity as suited 

their immediate political and economic convenience. Against writers like Adam 
Smith himself, or Mill, Cairnes, Bagehot, SHgwick, and Leslie, Banade had com- 
paratively little to say, for these writers accepted in the a im the historicity and 
relativity of economic doctrines and stressed with varying degrees of emphasis the 
necessity of objective observation before practical policies regarding economic subjects 
could be framed. To this readiness expressed by leading British economists to 
accept necessary modifications in respect of irdi' idual liberty and state action, 

Banade added the peculiar teaching of the historical school which consisted in 
viewing the social life of a people at any given time as a stage in its historical 
evolution and in looking upon communal i 'ell -being rather than individual im- 
provement as the centre of economic policy. Regarding the hypothetical correct- 
ness of Ricardian economics Banade had no doubts. He only objected to its 
being used as an infallible guidv for practical policy. When the land of Ricardo 
himself and the whole of the civilised world has discarded his lead and when active 
state interference, curtailment ol individual liberty in the interest of social welfare, 
and insistence on improving the productivity of the nation — the cardinal points in 
Banade’s presentment of the case for Indian Economics— are being preached and 
followed in every independent and progressive country, for our authors to blame 
Banade for an error and an overstatement and to aver, ‘ We believe that the 
time has arrived when more is to be gained by stressing the points of similarity 
between Indian and European economic evolution than by harping ceaselessly and 
unprofitably on the points of difference ’ is rather touching. If to-day there appears 
to be less dibsimilarity between the practical policies followed in Western countries 
and those desirable here, the reason is to be sought not in any error on Banade’s 
part but in the changed and changing conditions in the West. It is the essence 
of Indian Economic creed that those who follow it do not tie themselves to the 
apronstrings of one or the other school of economists. Their aim is to promote the 
proportionate and intensive social and economic progress of India by all means 
that may lie in the power of the state and the individual citizen. All theories of 
economics and all social policies whether in the East or in the West will be studied 
by them and the Indian economic situation will be examined in their light with 
a view to appraise economic policies as suitable or otherwise to promote the aim 
of national economic progress. So long as the nation continues to be the unit 
and centre of economic progress and the need for 'constructive and discrunmating 
state action does not vaniah Banade’s clarion call wUl continue to guide and inspire 
Indian economists in iJieir wholehearted efforts to serve their country by serving 
their science. 
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The proper limits of a review require us to confine ourselves onl^ to the most 
glaring features of the book. The treatment of the problems of population, 
caste system, export of foodstuffs, co-operative movement, and laud revenue is 
very disappointing. We may notice in passing as a sample the author's discussion 
of the question of state versus private ownership of land in India and its fiscal 
counterpart the controversy regarding the nature of land revenue. In this con- 
nection, the authors find it convenient to conclude straightaway that both these 
controversies are futile and practically unimportant. Of course, ordinary writers 
on the subject will say that the constitutional position regarding the legislative 
control of revenue settlements and the fiscal question regarding the pitch of 
assessment and its proportion to the mcome of the cultivator are largely connected 
with the issue of both the controversies. Not so our authors. Their view in the 
matter is to be found in the following quotations : ‘ The state cannot afford to 
stand merely on legal rights ; it must be prepared to be judged by moral standards, 
and in fairness to Government in this country it must be admitted that it has 
rarely sought to dispose of complaints about excessive assessment merely by 
taking shelter behind the theory of State Landlordism. It has generally tried 
to argue, whether successfully or not, that the land revenue is not really as 
burdensome as alleged by its critics. Even supposing that the state is the land- 
lord, we must expect it to behave at least like an enlightened landlord, and if it 
does this, it would in its own ultimate interest, to regulate the land revenue in 
such a manner as not to trench upon the legitimate profits of the cultivator and 
reduce his incentive to work or lower his efficiency . . . The policy of a moderate 
levy receives further support from the consideration that the State has no interests 
separate from those of the people. The state serves itself best by serving the 
people because the state is the people.’ 

Comment is needless. There are various other passages in the book which are 
of a piece w'ith the one just quoted. We have no desire to pronounce an opinion 
on the book as a college or university text as we have tried to examine the book 
as a contribution to Indian economic thought. We may congratulate the authors 
on the amount of industry that they have obviously thrown in to the production of 
the book. Particularly the relatively copious attention devoted to the problems of 
agriculture constitutes a step in the right direction. But when we come across a 
writer on Indian Economics who asks us to give up the fashion set by Banade 
and who tries to make light of a matter like the land revenue controversy by 
assuring us that the state has no interests separate from those of the people and 
that the state is the people . . . Well, we can understand what he says; but 
that is not Indian Economics. 

D« Kabvb. 

[There had been much Similarity between Indian gnd. European economic 
evolution'* long before Banade wrote. There will .probably be more in future. 
Both need stressing as well as the differences. Modern states also consider them- 
selves competent to take or leave any proportion of the surplus produce of land 
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they may decide to be best, quite apart from the legal and historical question as 
to its theoretical ownership. Jiln.] 

Kkpobt of the Conteolleb of the CuBBB^oy FOB THE ^EAR 1927 -‘2B. Government of 
India Central 1‘ubiication Branch. 1928. Bp. 6o+n+iv. 

This annual volume is as welcome as its predecessors, maintaining as it does 
the high tradition set up in the 1920-21 report. The appendix giving details about 
the ilnancing of staple crops is a new feature subi^queutiy intioduced. 

So much controversy was raised round iha (prestion whctJier there had been 
economic adjustment at the eighteen pence level of the rupee, tliat the first year 
after placing this exchange ratio on the statute book was naturally of great signi- 
ficance. The abandonment of the llescrve Baiik Bill was anotlicr noi‘».ble financial 
event. The result was that the authoi. of the Ik port had himself to control 
currency and credit operations as in preivons "ears. The weakness of the exchange 
rate was sought to be arrested by coiitj.actio i tu such an extent that the cash 
balance with the Imperial Bank was much lower than m }>reviouB jcars. The 
rupee loan also proved a failure. The ways "nd nieanK position was thus rendered 
doubly difficult. It must however be said that Mr. Deiming, and in his absence, 
Mr. Taylor, managed an admittedly difficult situation with ability, and the money 
rates did not show extreme contcrtions. 

The year was marked with the following features 

(1) inauguration of the purchase of sterling by open tender. Sir Basil Blac- 
kett had replaced the sale of Council Bills m London by sterling purchases m 
India, but there was considerable criticism of the method of purchase, especially 
as different rates were accepted at different centres. 

(2) introduction of measures penalising the cutting of currency notes. Since 
July 1, 1927, no claims lor half or mismatched notes of the denoininatious of Ks. 5 
and lis. 10 have been admitted. For notes of higher denomination, only half the 
value has been paid, the payment of the balance having been postponed for five 
years. But it is too early to say whether this has achieved its object of restricting 
the remittance business to banks. 

(3) re-introdnetion of treasury bills. This is a sore point with commercial 
banks, whose deposits are affected by this Government intervention in the market. 
But unless banks co-operate in keeping the ways and means position of Government 
easy and free from anxiety, treasury bills will have to be issued. 

The Keport is an able record of important achievements in a trying period. 

E. S. 


™ 0«... » b, B. AMr wito, I.O.B. a.™—* 

. Printing Press, Patna. Price Be. 1. 

. This report though a bit old ia yet interesting. Generally-the process of any 
province, affords, a useful- perusal to both the inhabitants of-ttre province as w^ 
« outsiders. The former are naturally iriterested in the details of domestic affair. 
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and the latter in the broad policies and new experiments, and find food for thought 
in comparisons and contrasts. 

The year under review in Bihar and Orissa w'as marked by freaks of weather 
of opposite kinds — shortage of rain at one time in one part of the country and 
floods at another time and in the other part. The shortage has naturally affected 
crops. The floods on the other hand were no less prejudicial to the economic con- 
dition of the people in the locality where they occurred. Actually the question of 
floods is a serious one in Orissa on account of silt deposits and the narrowing of 
the mouths of the rivers. 

All the same the finances of the Province were m a flourishing condition. The 
actual opening balance of the year proved higher than the estimate and so was 
the closing balance is estimated to be above the budget figure. The excise depart- 
ment succeeded in increasing the revenue along with a continuous decrease in 
consumption and actually the provincial balances felt swollen with continued sur- 
pluses of the excise department, but this condition of affairs cannot continue in- 
definitely and caution in sanctioning new recurring expenditure has been rightly 
exercised. The Famine Insurance Fund is prosperous and the province may justly 
be called ‘ solvent.’ 

One result of sound finances has been that money has been found for develop- 
ment schemes in greater amounts. Education is now the chief spending depart- 
ment and the medical and public health departments have received good increases. 
Agriculture and industries are in no way neglected.* An expansion of the co- 
operative department has taken place. Irrigation and forests had their due share. 
The complaint that the nation-building departments are being starved for the 
maintenance of the essential services is not tenable, at least, as far as the provinc.e 
of Bihar and Orissa is concerned. 

It will not be out of place to mention that an interesting experiment has been 
made by establishing in the Gaya central jail a class for the compulsory education 
of all Hjndi-speaking prisoners of 25 years and under, serving sentences of over 
2 years. The prisoners are taught tailoring, weaving, and other practical subjects, 
besides reading, writing, and arithmetic. 

The report is illustrated with graphs and the one opposite page d5 is very inter- 
esting. It shows how within 5 years expenditure on transferred subjects has 
increased in a greater proportion than that on reserved subjects. There are some 
photographs in the body of the report which lend an increased interest. 

Kesabi Binge. 


The Commission and After by a Liberal. Published by D, B. Taraporevala 
Sons & Co. 1928. Price Bs. 3. 

The writer has very carefully examined the case for a purely Parliamentary* 
and an exclusively British Commission as put forward by British spokesmen. He 
has similarly analysed the case for the boycott of the Simon Commission as stated 
by the leaders of political opinion in India. At this time it is not necessary to 
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give reasons for and against the Boycott : It is enough to say that they have 
been very well stated and recorded, for later-day reference, in the book under 
review. Indeed the analytical and descriptive portion of the book — it is really a 
pamphlet — is excellent ; it is the constructive part that is not very helpful. The 
writer makes the suggestion of creating a parallel Indian Parliamentary Commission 
of seven members of the Central Legislature by Royal warrant. Such a sugges- 
tion was made by The Pioneer at the time but was found anacceptable even by 
Liberal politicians in India. As a matter of fact su^h a parallel Commission would 
have differed very little from the Central "lomniittee except in name and the 
warrant. It could not have satisfied In Ran nublic oninio:, any more than the 
constitution of the Central Committee has done. The only way of undoing the 
blunder committed by the British Cabinet was to recast th'' whol constitution 
of the Commission and to include an equ**! number of representative Indians in 
it. But such a course a Government which bar made a fetish of Prefit ige could 
never take. The only useful purpose that a parallel Commission could have 
served — that of producing a constitution, “ w'ith which America and other 
civilized parts of the w^orld could be faced to use he words of the Chairman 
of the Indian Central Committee — has already been accomplished by the Nehru 
Committee, a Committee which is admittedly much more representative of India 
than the present Central Commit lee is or any parallel Commission appointed by 
the crown could be I 

The writer is unable to suggest any solution of his own of the very delicate 
and difficult question of the Indian States and their future relationship with 
British India ; and he repeats the suggestion of the Montford Report for the 
creation of an Indian Privy Council, which he believes “ will give ample scope 
to the talents of a few of the most gifted among ” the Indian Princes. I am 
afraid, such a suggestion is wholly unacceptable to the Rulers of Indian States 
to-day. They wish to safeguard their treaty rights and to create a common 
machinery to deal with the matters that affect both British India and the Indian 
States. 

The writer is perfectly right in saying tnat there can be no question of 
going back on the policy enunciated in August, 1917, and that the only feasible 
course is the establishment of some Western fonn of Parliamentary democracy. 
But as to the next instalment he gives merely the liberal view of yesterday^ that 
is the view embodied in the minority report of the Muddiman Committee or that 
put forward by Dr. Paranjpye as President of the National Liberal Federation 
four years ago. Even the Liberal Federation has changed in the meantime. 
It has gone ahead and is now 'demanding full Dominion Status. 

It is the misfortune of writers, like the one whoso work is being reviewed 
here, that their suggestions become out of date by the time they are put before 
the public and are discussed and reviewed. All the same the book deserves to be 
preserved and is likely to prove useful to future student of Indian constitutional 
history. 


GyBOTKH N BiNOg, 
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Administratton Bbport of the Idab State fob the yeab 1926-27 

The states in India are units in various stages of progress and their Adminis- 
tration Keports afford food for thought to those who are interested in Indian 
problem!*. Moreover they enable us to make comparison not only with each other 
but with adjoining British districts also. All reports follow a certain standard 
skeleton and arc uniform in the kind of material with which they deal though 
varying in detail. Thus those who are interested in the collection of statistics 
would also find matter in fhem. The Btate of Tdar is situated in the north-east 
of Gujrat, has an area of 1,G69 square miles and a population of 202,811 souls which 
gives a density of 122 persons per square mile. Its average revenue and expenditure 
worked out for the last five-and-a-half years are Hs. 16,47,379 and Bs. 13,01,814 
respectively. 

The country is interspersed with hills and rivers, the soil is rich and fertile 
except in the hilly tracts. The average rainfall is about 35 inches and the 
principal products ore wheat, rapeseed, methi, maize, pulses, oilseeds, rice, 
sugarcane and cotton. Mahua and mango trees are also found in some abundance. 
The Btate has good sand stone, lime-stone and white clay, also mines of mica, 
asbestos and steal it e. Its forests produce teak wood, bamboos, babul and khakhras. 
The Btate is connected with a railway line from Ahmedabad. 

Tt is divided into 5 mahals for administrative purposes. Both cash assess- 
ment and hhag batai systems are in force and efforts are being made to bring 
in outside cuftivators. Tiand revenue demand of the Btate amounted to Bs. 7,13,864. 

Improved quality of wdieat and better implements of agriculture are being 
introduced, but the financial position of the Btate is all but desirable. The 
salaries of the staff wore in arrears for some months w'hich with the outstanding 
dues to be paid to creditors and others amounted to Bs. 4,95,446. The Btate took 
a loan of Bs. 2 lacs and the strained position has been relaxed a bit. But 
it remains to be seen how the position can be improved in future. A feature of 
economic interest is that the State has prepared statistics on agricultural stock. 

Kesabi Singh. 


An Economic Survey of Gaogar Bhana, a Village in the Ambitsab District 
IN THE Punjab. Punjab Village Surveys, No. 1, published by the Board of 
Economic Enquiry, Punjab, 1928. Enquiry conducted by Messrs. B, Gian 
Bingh, B.Bc. (Agri.) and C. M. King, C.B.T., C.I.E., I.C.S. Price Bs, 4. 

Tt is a matter of common knowledge that of all provinc^es of British India, 
the Punjab has been leading the way in the matter of economic legislation as well 
as economic investigations — thanks to the altruistic and enduring interest takeii 
in the work by small band of European workers in that province ; the names 
of Calvert, Darling, and Myles are too well-known for their pioneering work tff 
need faiy amplification here, 



RflYiSWS 01 BOOKS 




7h6 book foidtr review m the firet of its kind in Indie. Bvidently, ^ite t. 
series of theee will follow shortly.. To one who has done some amomit of |iersl 
investigation in Mysore and Hyderabad, it comes as a very pleasant surprise tliftt 
the authorities of the Pnnjab Board of Eeonomio Enquiry thongbt it necessary to . 
employ qualified whole-timers, paid for their work, to conduct the investigations, 
and secondly to allow a period of 16 months for examining and reporting upon th^ 
economic conditions of a single village. It augurs very welt that the Punjab 
Board does not believe in honorary service for this kind of realty very taxing work. 
And if anything, the Board seems to have ^rred on the right side in allowing tha 
investigator to take 16 months in orde- to ensure the enquiry being sufficiency 
intensive. 

The special virtue of the publication is that the autborp do n< t express thSir 
opinions but present matters of fact. This claarl^ sbows that^ the whole enquiry 
is planned to be earned on on strictly academical lines. To probe into these 
publications,, to interpret the facts presented, to decide upon the necessary action 
to be taken for bettering the rural economic conditions — ^these functions belong to 
men quite different from the in ^estigatcMPs and evei from the Board. This is 
as it should be. For, this is the only way to ensure avoidance of prejudices, or 
of hasty legislation. 

This book is really, of absdrbing interest to people who know something of this 
kind of work. It must be remembered that this is the first publication of its 
kind in India, and it would not serve any purpose to make much of minor flaws 
here and there. Surely, in the later volumes of this series, improvements will 
be made. Still, the observations that follow on the book may prove of some use^ 

Does one questionnaire, however detailed and panoramic, suit every village 
that is taken up for intensive examination, even within one province? This is a 
point on which evidently, there is difference of opinion, but this much may be said. 
When we appoint a qualified and paid whole-timer for the work and allow him 
more than sufficient time, then is it not better to leave him with main heads of 
enquiry and to ask him to draw up his own detailed questionnaire, compiled 
specially for the village, as he progresses witji his work? The advantage of this 
procedure would probably consist in enabling the investigator to develop his enquiry 
in proportions proper to the conditions of the village : some items which have no 
place in the village, he may drop off and some items he may find it necessary lio 
go further into than contemplated by a general questionnaire like the one by 
which the investigation under review was condneted. 

In chapter 1, there is this sentence : “ The insanitary conditions necessitated 
the heavy birth rate, and the .birth rate, owing to the risks run at each birth, 
causes a heavy death rate among women.” How insanitary conditions necessitate 
a heavy birth rate should have been further explained; as it is, it is hard tb 
follow the argument. 

In the course of the several chapters, there are a good number of commoh- 
|dace statements which hold true practically every village in the whole' of 
India, and which practically everybody knows. Snoh statements would not iMiyg 
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been there but for the eompnlsory questionnaire. Here is one such typical etate- 
mex^: at the end of chapter 6, it is written that the people for the most part 
eeem to be ignorant of the fact that takavi loans are available and that the terma 
are far easier than those obtainable from the village moneylenders.” 

On page 84, the authors analyse the debt of the village under different items. 

To ascertain the debt of a village is not difficult, but to correctly apportion it as 

due to this or that cause is probably impossible for the simple reason that the 
debtor in most cases does not remember the actual uses for which he utilised the 
loan. The analysis given here is either approximate or must have cost a very 
great deal of time and patience. 

Professor Myles deserves the grateful thanks of all University men in India 

for having shown, in putting forth this book, how economic enquiries in rural 

tracts can be actually started and run. 


S. EbBAVA lYBNOAa. 


Hazbat Amib Ehusbau of Delhi by Muhammad Habib. D. B. Taraporevala 
& Co., Bombay. Pp. 110. Rs. 2-8. 

This little book more than fulfils the promise of Professor Habib’s earlier 
historical work ” Sultan Mahmud of Ghazni.'* It is marked by the same keen 
insight, freedom from bias and mastery of language and makes a stronger 
appeal to the general reader. 

The subject of the book is one of the most eminent figures in Medieval India 
and occupies a high place in the history of Indian Culture. The volume before 
ns is particularly welcome as it throws light on the social relations between the 
two major communities of India in these early days of their contact in which 
the average man pictures them as perpetually flying at each other's throats. 
Much of this vague misunderstanding is bound to be dispelled by a perusal of this 
hook. 

The biography of Khusrau which purports to be the author’s main theme, but 
into the details of which he has not chosen to enter, occupies 43 pages and includes 
the lip of his spiritual preceptor. Shaikh Nizain-uddin Aulia of Delhi. The ^pages 
devoted to the life of this saint have an interest and value of their own. 

The rest of the book is devoted to a critical examination of Khusrau' s prose 
mnd poetical works. Their salient features have been ably summarized and their 
value critically assessed both by modern and orthodox standards. While praising 
the poet profusely for the beauty of his ghazal — ^the form of poetry in which he 
was at his best — the author does not spare him for the faults of his ventures in . 
other fields. Khusrau 's laboured Masnavi and ponderous prose, as also his attempt 
to produce volumes of literature at the bidding of patrons and in the hope of 
lewards, without due regard to quality, are condemned in no uncertain language. 
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We get e glimpse of the author's own poetic talent in his Engliish rendering of 
•a few of Khnsrau’s ghazals on pages 92 to 94. Thus : 

Thy flashing sword has laid all W’aste 
% 

The troubled garden of my heart; 

Yet what a glory to this wreck 

The rays of Thy great throne impart I 

“ The tw’o vain empty worlds,” ^hey say 
” Ts price that all must pay lor Thee.” 

Raise up the value, raise the cost, 

.This is too cheap as all ''an see. 

The character of Khusrau is the theme that nm. through the book and gives 
unity to it. His skill as a man ^f the "world in winning and retaining the 
favour of patrons so widely different xU character, tnste, and sympatlies as the 
Buccessive rulers of Delhi from Balban to GhiasudaiO Tughlak furnishes the clue 
to his character. Success was his principal aim in lile and success he had m 
abundance. 

The footnotes in the book besides furnishing a guide to the extant works of 
Khusrau are a valuable bibliography for the study of this period of Indian history. 
The refutation in one of these footnotes of the story implicating Shaikh Nizam- 
uddin Aulia in the events that ended with the death of Ohiasuddin Tughlak lifts 
a cloud that has hung over the memory of that illustrious saint. 

Parmanani). 


BuD('rKT Note for the Year 1338 Fash (1928-1929). Prepared for H.E.H. the 
Nizam’s Government by A. Hydari Hydar Nawaz Jung, Finance Member. 

The note gives a very good idea of the condition in which the finances of 
the Hyderabad State are. It deals with the receipt and expenditure of the third 
' trienniuzn since the scheme of Departmentalisation of the Finances was sanctioned. 
Before proceeding with the figures for the triennium it deals with Actuals for the 
year 1336 Pasli (w^hich discloses a net surplus of over 78 lakhs) and the Revised 
estimates for the year 1337 Fasli (which shows a net surplus of 136f lakhs). 

The scheme of Departmentalization of the Finances was originally sanctioned 
as an experimental measure for a period of 3 years but its successful working has 
led to its being adopted for the future budgets of the State. The claims of the 
Finance Member deserve repetition in his own words which are as follows : 

“ If, as has often, .been stated, the finances of a State are the best expression 
of the efficiency of its administration and the well-being of its people, Hyderabad 
may well hope that at the end of the third contract, .... it will have attained a 
high level with regard to the objects for which a state can justify its existence. An 
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lirodaoe of tlM ryot . »iid. ]ub oottege ia4u(triaB . . . . hen hwa Ji B gttrt A 
in a manner that will bring etill farther addition to hie reeources; a net^work 
co-operative credit societies and banks will be i»<oviding him with oheap capital 
and agents for the purchase of his raw material and for the sale of his produce 
on the most profitable terms At Ike same time the establishment of the district 
vetermary dispensaries and the stud depot will be ensuring the careful treatment 
and the improvement of his stock 4 growing band oT well-tramed civil servanta 
working under honest and experienced hedds will enable him to retain and enjoy 
the fruits of his peace and security. The ^eorganiBatlon of the district 

medical department and the equipment of the Osmhnda^^geneh^l hospital with an 
expert and sufficient medical and nursing sta|h and Up to-daW appliances will have 
helped materially towards the relief of human sufermg The qicpansiqp of elemen- 
tary education will have been furthered by the establishment of a net work of 
schools under trained teachers throughout the dominions, while residential colleges 
not only of art and science but also of law, agriculture, engineermg and zpedicine, 
will have been established m buildmgs worthy of the position of the Osmania 
University as being the first successful attempt to impart instruction through a 
medium which will make for assimilation of knowledge— and not mere memorising. 
The amenities of electricity, and the telephone will have been extended, and 
the necessity of a pure drinking water supply met, m many districts, large areas 
will have been protected against famine by well administered irrigation works, and 
the carrying out 6f a w ell thought out railway and road programme will be opening 
up the country, thereby bringing in all the advantages ^hKh follow better commu 
nications Bevenue, judicial and other officers will be houlied m buildmgs whicb 
Will no longer be a source of shame, discomfort and ill -health to tSose working 
m them, whilst a central secretariat will facilitate interchange of work and 
mmimise routine.” 

The Finance Member further says as lollows 

‘ I am not unduly optimistic if I anticipate that the contract which will be 
next framed will have a revenue of over 8 and neanUg 9 crores to be spent on the 
further realisation of these objects, which it will be possible to supplement, as has 
been done m the past, by liberal grants from the surpluses that accrue in the 
next three years The capital expenditure which has been financed without raising 
any loan during the last two contracts has amounted to 5} crores and if m order 
to finance further capital expenditure the cash balance is at any time 
msuffioient, it will be open either to convert into this form of local investment, 
a small portion of the foreign secunties m the reserves which now on this date stand 
at nearly 16 crores (excluding over 2 crores m the paper currency reserve) or to go 
with a light heart to the money market where the credit of Goveitttnent 

commands for its scrip a premium of 20 per cent.” 

Our smeere good wishes for the Finance M^bev m tkts realisation ol his 
schemes. 


$Mm Bnmil. 






